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WEDNESDAY, APRIL 25, 1951 


Unitep States SENATE, 
SUBCOMMITTEE OF THE 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 11 a. m., pursuant to recess, in room 
F-37, the Capitol, Hon. Harley M. Kilgore (chairman of the sub- 
committee) presiding. 
Present: Senators Kilgore and Ecton. 


TREASURY DEPARTMENT 
SECRET SERviceE Division 


STATEMENTS OF U. E. BAUGHMAN, CHIEF, GEORGE W. TAYLOR, 
ADMINISTRATIVE OFFICER, AND W. D. CAWLEY, SPECIAL 
AGENT IN CHARGE 


SALARIES AND EXPENSES, JUSTIFICATION 


Senator Kitgorre. The subcommittee will come to order. 

This morning the subcommittee will hear from Mr. Baughman and 
his assistants of the Secret Service Division. 

Before we hear their presentations, however, I will insert in the 
record at this point the various documents filed in support of their 
request for funds for 1952, which concern three appropriations, 
namely, “Salaries and expenses,’ $2,600,000, against which the 
House allowed $2,475,000; “Salaries and expenses, White House 
Police,’”’ $647,000, where the House allowed the same figure; “Salaries 
and expenses, Guard Force,’’ $450,000, against which the House 
allowed $400,000. 

(The justification follows: ) 


Standard classification schedule 


| 




















| | 
| | | Increase | 
Amount | (+) or de Decrease 
: . ; Estimate | Estimate recom- | crease (~),| (—), bill 
Standard classification 7 195 | a9 7 1952 esti- | compared 
951 | 1952 mended ee h esti 
| by House mate com- | with esti- 
pared with mate 
1951 
ee | ———— — ; — es | — = | — — 
4 | | 
Personal services: 
TO TEMIINNID 5s. a, acd whe co aehbaebe on $158, 640 $162,702 | $162,702 Ul 
Minis siete ten detcdsceahe a nescence! tae 1,982,818 | 1, 886, 825 +237, 163 —$95, 993 
Travel te da bine 202, 420 | 236, 200 216, 200 +33, 780 | —20, 000 
Transportation of things... _- asasvecnal 24, 730 17, 650 17, 650 ee 
Communication services.............-...-.} 30, 500 32, 500 32, 500 +2, 000 j........ a 
Rents and utility services. ......__- aaa 9, 800 |.....- sae acs terion tt dt ee 
Printing and reproduction _____......._.. 8, 000 9, 000 | 9, 000 | +1, 000 eo! s 
Other contractual services. -_..........-- .| 39, 980 2, 700 42, 123 +2, 720 —577 
Supplies and materials. .................- 51, 875 54, 500 54, 500 MI Tie cc ccnanie 
RSE ES Ree 8a 27, 100 46, 930 38, 500 +19, 830 —8, 430 
RUN INN Sc sa isiisccicienienes idcidndlc badass 10, 000 15, 000 15,000 | +5, 000 |..........-. 
‘Socal Grammuerens.. ... <...........-.2- 2, 308, 700 2, 600, 000 2, 475, 000 +291, 300 | —125, 000 
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SECRET SERVICE DIVISION 
SALARIES AND EXPENSES 
(Estimate 1952, $2,600,000; 1951 act, $2,475,000) 
(House hearings, p. 115) 
(Bill, p. 7, line 13) 
AMENDMENT REQUESTED 


Page 8, line 11, strike out ‘‘$2,475,000” and insert in lieu thereof “$2,600,000,” 
the estimate. 
HOUSE REPORT 


“The committee has made a reduction of $125,000 in the 1952 budget estimates 
for ‘Salaries and expenses, Secret Service Division.’ 

“The amount approved for ‘Salaries and expenses, Secret Service Division’ is 
$166,300 more than the amount appropriated for 1951, and is approximately 
$103,000 more than the appropriation base for 1952 which is sufficient to replace 
35 old automobiles and employ a part of the number of additional agents requested 
to investigate counterfeiting and check forgery cases.” 


JUSTIFICATION 


The House Committee on Appropriations reduced the request for salaries and 
expenses of the Secret Service from $2,600,000 to $2,475,000. 

The reduction of $125,000 effected by the committee results in the availability 
of only $103,098 above the base for the year. Since this represents the approxi- 
mate increase in operating costs for the fiscal year 1952 such as within-grade 
promotions, reallocations, pay in excess of the 52-week base and other necessary 
items, the disallowance of the committee in the final analysis eliminates all of the 
new agents requested for the next fiscal year as well as the new equipment 
included for the expansion of our communications system. 

As pointed out in the justification, the Secret Service Division is presently 
utilizing every practical approach with a view to the reduction of the backlog of 
check and bond cases on hand and, at the same time, sustain its vigorous drive on 
counterfeiting activity. Notwithstanding these efforts, the backlog of 18,000 
eases on hand July 1, 1950, and still on hand on February 28, 1951, cannot be 
reduced without additional agents. The inability of the Division to reduce the 
backlog of pending cases for investigation stems directly from the urgency of the 
need for accelerated agent participation in pursuit of counterfeiters. During the 
period July 1, 1950, to February 28, 1951, the Division received in excess of 
$1,200,000 in counterfeit money. The urgent demand for emphasis on this 
particular phase of the work results in the diversion of the agents from check 
and bond investigation assignments. Relief can only be obtained through the 
employment of additional agents. 

Since, in effect, the additional funds provided for 1952 within the House com- 
mittee recommendation will merely meet the increased operation costs over which 
the Division has little or no control, it is requested that the amount of $125,000 
representing the deduction effected by the House be restored. 


Analysis of appropriation base for fiscal year 1952 


PAE SE IRtE, POU NG ng on ceeds ckcdnncnccensé $2, 150, 000 
Supplemental appropriation for 1951... .....................-- 158, 700 
Total appropriation, 1951_ - a bina 7 cial em aae 2, 308, 700 
Reductions: 1. Suppressing counterfeiting and investi- 
gating ae and bond forgeries- - Sai — $50, 378 
Additions: Suppressing counterfeiting “and investi- 
gating dine end Gold Torgerh. . ~~ a6-.--<5.-.--- +113, 580 
Aateieent th ene (OM) toc oon cs co cewe eae cS le +-63, 202 
Senne DANO GA TOs, tan ok oo ss hw cin acnntnnen 2, 371, 902 
Appropriation estimate for 1052... .........-............---..- 2, 600, 000 
Increase over appropriation base for 1952___..____.------- 228, 098 


Increase from total appropriation, 1951 


0k ach ieetaenioae RAs amma +291, 300 
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Comparison of appropriation base with appropriation estimate for 1962 


























Appropriation base | Appropriation esti- 
for 1952 mate for 1952 Increase 
Activity l 
Average! Average! |Av erage| 
posi- Amount posi- | Amount | posi- Amount 
tions tions | | tions 
ba ie ss ee ROR Ree ee 
| | 
1. Suppressing counterfeiting and investi- | | | 
gating check and bond forgeries. - -_- 391.8 | $2, 206,792 | 416.8 | $2,430,443 | 25 $223, 651 
2. General administrative services. .___- 32 | 123, 455 32 CO SE Likccnaccnt 3, 635 
3. Executive direction... ._._-- cenqgsaecal 5 | 41, 655 5 42, 467 | 812 
Increase over appropriation base._..| 428.8 2, 371, 902 453.8 2, 600, 000 / 2 «| 228, 098 
Adjustment in base (net) - - —24.8 SE Tai nin cuckcus manbceesn | +24.8 +63, 202 











Total, appropriation 1951, and ap- 
propriation estimate for 1952-._- 


viieea 49.8 | +291, 300 


404 | 2,308,700 | 453.8 





GENERAL STATEMENT 


The funds requested under this appropriation are for the administrative costs 
in connection with the operation of the Secret Service Division and the carrying 
out of the basic functions with which the Division is charged, including the pro- 
tection of the President of the United States, the members of his immediate 
family, the Vice President, and the person chosen to be President of the United 
States, at all times and under all conditions; the detection, arrest, and delivery 
to the marshal having jurisdiction of persons engaged in counterfeiting, forging, 
or altering of any of the obligations or other securities, as well as coins, of the 
United States and foreign governments; and investigations of personnel, tort 
claims, and other noncriminal cases as directed by the Secretary of the Treasury. 


LANGUAGE CHANGES 


The substantive changes in the language proposed for 1952 will permit the 
protection of the Vice President of the United States and the purchase for replace- 
ment only of 35 passenger motor vehicles. Because of the unpredictable nature 
of the expenditures the limitation for services or information looking toward the 
apprehension of criminals is increased from $15,000 to $20,000. 

Public Law 830, Eighty-first Congress, allows the deletion of reference to 
“printing and binding”’ in the appropriation language. 


EXPLANATION OF ESTIMATES BY ACTIVITY 


1. Suppressing counterfeiting, investigating check and bond forgeries (increase 
223,651) 

(a) Suppressing counterfeiting and investigating check and bond forgeries 
($214,734).—This subactivity concerns the detection, arrest, and delivery into 
other custody of persons engaged in counterfeiting, forging, or altering of any of 
the obligations or other securities, as well as coins, of the United States and of 
foreign governments; and investigation of personnel, tort claims, and other 
noncriminal cases as directed by the Secretary of the Treasury. 

Additional manpower with related expenses and equipment replacement are 
needed for this activity to combat the increased volume of counterfeiting and to 
reduce the backlog of check and bond cases pending investigation. Counterfeit 
money in circulation during the fiscal year 1950 exceeded every previous year since 
1938. During the fiscal year 1950, 208 new counterfeit notes appeared as com- 
pared with 114 for the entire fiscal year 1949. Secret Service agents seized a 
total of $1,280,401 in counterfeit bills and $8,879 in counterfeit coins during the 
fiscal year 1950, $727,086 of which was in circulation. Thirteen plants for the 
manufacture of counterfeit notes were captured, and the 542 arrests were made 
for violation of counterfeit laws. 

For the fiscal year 1950 there were 1,980 counterfeit cases to be investigated 
compared with 959 for the fiscal vear 1949. Due to diverting agents from check 
and bond forgery cases, 1,628 or 82 percent of these cases were successfully closed. 
Check and bond forgery cases will continue to be a problem. During the fiscal 
year 1950 there was a total of 53,613 check and bond cases to be investigated. 
Of this total, 30,059 forged-check cases totaling $2,066,225 and 6,162 forged bonds 








394 | TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


with a maturity value of $469,098 were completed by 186 agents assigned to 
investigative work. After closing an average of 195 cases per agent along with 
their participation in the tremendous increase in counterfeiting investigations there 
still remained a backlog of 17,392 check and bond cases at the beginning of the 
fiscal year 1951. It is estimated that with the additional agents provided for in 
1951 an additional 4,000 cases will be closed. 


Comparative statement 


Check, bond, counterfeiting, and other 
criminal and noncriminal cases for the 
| fiscal years— 


| 1947 | 1948 | 1949 | 1950 | 1951 
} | } 





Cases pending beginning of fiscal year: 























PIED ook eee toe ee Ae | 6, 542 | 6,209 | 10,488 | 11,221 | 14,373 
Bo ee suche hel eeet 3 778 | 6,125 | 4,970 | 3,177 3, 019 
Counterfeiting _ a Palas seusst 151 149 | 178 | 299 352 
Other criminal and noncriminal___.-_---...--------.-.---- | 302 419 | 434 325 
ON ek piih ip krnpnantad se bnou ten atkns cd eennchen sts tied 12, 773 a 12 2, 842 16, 055 | 15,131 | 18,069 
Cases received ening fiscal year: mite ed ry | a 7 pda AG 
Check cases__ -- Se ee cea tit Atala | 28,127 | 32,283 | 34,160 | 33,211 |........ 
EEE OCS Lae Sims eicieiaeaeaena Aneesh Ate 8 Ty fee 
Counterfeiting ; Pan bape oat ails 651 | 523 | Wht A ste 
Other criminal and noncriminal_______- dens AB cera dee 2,979 | 2,392; 2,101 | 1,936 |------.. 
Ue ee ee ee ad eed i 47,813 | 46, 217 | 44,354 | | 42,832 |... 
Total cases to be investigated__._...............-......-- | 60, 586 | 59, 059 59 | Feo, 400 | 87,908 |. 

Cases closed during fiscal year: frre ee ee Seeker we 
Spe NES A 4 a de kbc t cele s ccanedkshonuoand sis sdasnc a ee 28, 004 | 33,427 | 30,0590 |..--..-. 
Bond cases <fe shedebadeiiee bain 7 ‘ .....----| 15,709 | 12,174 | 9, 105 CBee uesecs 
Counterfeiting ‘aictieie a ae 653 | 494 600] 1,638 |........ 
Other criminal and noncriminal..._____- ee deine e Cae | 2,922 | 2,332 2, 086 6 | 2, 045 aieliak 
WOM dao 35~ 5d aoe aids ne odebte de cekodkutelabeasen 47, 744 | | 43, 004 45, o78 39, 894 | |-------0 

| ! } 





Summary by object class of activity 1 (a) 




















Appropria- Estimate wai 

tion base | 1952 Increases 
I I in i ria eae eee $1, 310, 591 $1, 439, 857 $129, 266 
Travel NE tea Mia tite sasaki 130, 400 | 150, 400 20, 000 
Transportation ten ee wi ia | 12, 400 | 17, 650 5, 250 
Communication services -___--.-- a : eat 28, 700 30, 500 1, 800 
Printing and reproduction... --- = bial es aetna 7, 550 8, 550 1, 000 
Other contractual services - - - wien “ tans eae 37, 960 | 40, 385 2, 425 
Supplies and materials.................-- Fy 45, 817 49, 380 | } 3, 563 
ND, 6s ci tcntede dbitcencasateen ddee _— sad 500 | 46, 930 | 46, 430 
See it om in octicdneniis acinnknend meee ee 10, GOO | 15, 090 | 5, 000 
Total obligations -_-.-__-_- ae, Peres A ili didlos 1, 583, 918 1, 798, 652 214, 735 

| 
Personal services.— 

(a) 25 special agents GS-7 at $3,825 each___.._....-..--.---------- $95, 625 
(b) Promotion of 15 GS-7 agents to GS-9___________._.__-.-_-_-_-. 10, 719 
(c) Within-grade salary advancements_______-_---- sy Red wak. aoe 16, 646 
(a) Rag tee empneh OF Gree Bhees ie canes cs. oe sg dik 6, 276 
Net increase in personal services__...........---.-------- 129, 266 


(a) The additional 25 agents are requested to increase the investigation of claims 
arising as the result of forgery, and the alteration of Government checks and 
bonds, thereby reducing the backlog of cases pending investigation. The present 
force of agents cannot cope with the 100-percent increase in counterfeiting activity 
and keep the check and bond cases pending investigation within a reasonable 
figure. 
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1951 workload (exclusive of Presidential protection cases) 


SIR, GUT ARI: “SI i i is no ammamnin HEH +e 18, 069 

Actual number of cases received July 1 to Oct. 31, 1950 (4 months) - _----- 14, 708 

Estimated receipts Nov. 1, 1950, to June 30, 1951 (8 months) _-...----- 29, 416 

Total cases to be investigated______ OPE OE 62, 193 
Actual number of cases closed July 1 to Oct. 31, 1950 (4 months) __ 14, 838 
Estimated number to be closed Nov. 1, 1950, to June ou, 1061-.... 29, 676 

——— 44, 514 

Estimated backlog beginning of fiscal year 1952__....-_---- sos. acne 5 oko ee 


It is anticipated that cases will be received at the rate of 3,700 each month 
during the fiscal year 1952. The requested additional agents are urgently needed 
to cope with the law enforcement activities relating to suppression of counter- 
feiting and forging of obligations of the United States. 

(6) The amount of $10,719 is requested to promote 15 GS-7 agents to GS-9 in 
accordance with established Bureau promotional policy. This policy enables the 
Secret. Service to attract the most desirable type of personnel and provides a 
positive incentive to qualify for promotion to a higher level. 

(ec) It is estimated that $26,646 will be needed for within-grade promotions 
based on the employees now on the payroll extended throughout the year 1952. 
Of this amount, only $16,646 is being requested in this estimate; approximately 
$10,000 will be absorbed through anticipated savings from turn-over of personnel. 

(d) For the fiscal year 1952 it will be necessary to pay salary for one day in 
excess of the 52-week base provided for in the 1951 appropriation. The amount 
of $6,276 is asked for this purpose. 

Travel.—Travel expense covers the cost of transportation, per diem in lieu of 
of subsistence and miscellaneous expense incident to travel for employees in travel 
status. 

The additional amount of $20,000 for this activity represents $800 each for the 
25 additional agents requested. 

Transportation of things.—The amount of $5,250 is to pay the transportation 
cost of the 35 new cars requested. 

Communication services.—In the interest of more efficient operation of the 
Service, teletype installations are requested for offices located in Charlotte, N. C. 
New Orleans, La., and Indianapolis, Ind. It is estimated that the approximate 
cost of these installations will be $360. The balance of $1,440 is requested to 
cover the increased rates for telephone and telegraph service. 

Printing and reproduction.—The amount of $1,000 is requested as a conservative 
estimate of the increased cost of printing the Know Your Money booklet and 
other printed matter chargeable to printing and reproduction. 

Other contractual services—The amount of $2,425 is requested for the main- 
tenance of a new central radio station, new automobile two-way radio units and 
increased cost of automobile repairs. 

Supplies and materials —An additional amount of $3,563 is requested to cover 
the increase in market cost of supplies and materials. 

Equipment (increase $46,430).—The additional amount of $35,000 is requested 
to replace 35 automobiles during the fiscal year 1952. Thirty-three of the cars 
to be replaced will have been operated for 60,000 miles, one is over 6 vears old 
and one destroyed by fire to such an extent that it cannot be repaired. The 
request is based on net cost for each car purchased of $1,000 after a deduction of 
$400 trade-in value for each of the old cars replaced. The request for 35 cars is 
less than 25 percent of the fleet of cars operated by Secret Service for 1951. 

The amount of $8,430 is requested to set up a central station and purchase of 
seven automobile two-way radio units for operation in San Francisco, Calif. 

Secret Service has 270 standard typewriters and 97 portable typewriters in use 
with the average age of 12 years. Request is made in this estimate for $3,000 to 
replace 30 typewriters that have an age of 15 years each and are in poor condition. 
Replacement of these typewriters will bring the average age of typewriters in use 
to 11 years. Due to the age and condition of the typewriters in use by this 
Service, it was necessary to spend $860 for repairs during the fiseal year 1950. 

Unvouchered (increase $5,000).—Due to the tremendous increase in counter- 
feiting activity, it is believed that an increase of $ $5,000 in the amount provided 
for services or information looking toward the apprehe nsion of criminals is neees- 
sary. The use of unvouchered funds for the purchase of information is a highly 
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effective instrument for combating counterfeiting which leads to a short cut to the 
core of counterfeiting groups. Due to the fact that only $10,000 has been avail- 
able it has been necessary, in a number of cases toward the end of a fiscal year, to 
culminate investigations at a stage when the ultimate source of counterfeit money 
has not been reached, whereas if additional funds for this purpose had been avail- 
able, the money would open up further sources of information that would lead to 
a quick conclusion of the case. 

b) Protection of the President of the United States (increase $8,917).—This 
subactivity concerns the protection of the President of the United States, his 
immediate family, the Vice President, and the person chosen to be President, at 
all times and under all conditions including the correlating and analyzing of all 
information, both from Secret Service investigators and other sources, such as 
letters and telephone calls from the public, for the purpose of anticipating danger 
that may threaten the President and his family, and referring such information 
to the field for guidance of investigators, in order to prevent potential dangers 
from materializing. 


Presidential protection cases requiring investigation 


| Fiscal year— 

















| 1948 1949 | 1950 | 1951 
ae oe 7+ * 
Cases pending at beginning of year__........-...-.----- 130 127 211 199 
SNE PEEIIINE ..., -.s. nas enpisweeaeseeweiesdebeneiebetaaanwait 2, 614 | 1, 925 Se UE hee husieecth ciation 
Cases to be investigated..._...-_-_- aleieibeidapilil 2, 744 | 2, 052 AN as cn clickdd 
CeO NIE rac dtc ricci tenisipir ntti tieninigh 2, 617 | 1, 841 RGEE Inebiticdh donee 
Cases pending at close of year-_...-- pete seers 127 | 211 | wi 


Due to the attempt to assassinate the President on November 1, 1950, and the 
troubled world conditions, protection cases requiring investigation have greatly 
increased. For the 5-month period ending November 30, 1,561 new cases were 
received and the cases pending investigation have increased from 199 on July 1, 
1950, to 545 on November 30, 1950. 


Summary by object class of activity 1 (6) 





Appropria- Estimate, 
| 1952 Increase 


tion base 





| 

adn ad wale rainere babgthpeninceLbee’ , 044 
ae ae eas, a cas ceensibeier doe Saino ne enact 84, 200 
Printing and reproduction _-_-_-- ae ding ae 50 
CE I EID. ob oo icc de ce eccncewccesedec sed ee 

Supplies and materials... .......- caitecabaaibesas baie wiaictinciblidae’ 











EE I cite ok ante hdedecrriitn masta bie oneness 622, 874 





Personal services: 


Within-grade promotions required by law__.....----------------- $6, 931 
lduy’s pay in excons of 523-week hase. . =... .. 2.25 ..- 25652. s. ce 1, 986 
eth) Deena Et bee eae i tee See 8, 917 


2. General administrative services (increase $3,635) 


This activity concerns the administrative costs, such as personnel, budgeting, 
payroll, and supply, at headquarters in connection with the operation of the 
Secret Service Division which includes the functions of the entire field force, the 
White House Police, and the guard force for Treasury Department buildings. 
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Summary by object class of activity 2 





Appropria- Estimate, 








tion base 1952 Increase 

Oe $118,485 | $121, 735 $3, 250 
RN Biro teasers alienate hci es iniheg staan aie gdh eimai cb 100 | Se 
i ncn 5 bciepiidaadcdnabawanmaromeann 1, 800 2, 000 200 
eT Nn ne le ibedwecenedadaudsane 400 I Riscahmieeinkiaeaciad 
NE EEL TEL TNT ED 835 eck, 
Ne I neni nncccrnarscsnabsinomeareunesnesi nn 1, 835 | 2, 020 | 185 

ee IN ho cis c sa Sudenbaien ieee | 123, 455 | 127, 090 | 3, 635 


! 








Personal services: An increase of $2,774 is requested for within-grade salary 
advancements and $476 for 1 day’s pay in excess of the 52-week base. 
Communication services: An additional amount of $200 is requested to cover 
the increased rates of telephone and telegraph services. 
+ Supplies and materials: An additional amount of $185 is requested to cover 
the increased cost of stationery and office supplies for the fiscal year 1952. 


8. Executive direction (increase $812) 


This activity entails executive supervision, direction, and policy formulation 
for the principal functions of the United States Secret Service. 


Summary by object class of activity 3 





| 
Appropria- Estimate | SES 
| tion base 1952 | Increase 
a a a ea a a Tiana ain Ac 
| 
a ine whee dea Soe ee $40, 155 $40, 967 | $812 
a a as is gaan idnecneaees 1, 500 1, 500 |_- — 
III rel Uo La wn hades edann | 41, 655 42, 467 812 
' 


The increase of $812 is attributable to the cost of within-grade salary advance- 
ments in the amount of $655 and 1 day’s pay in excess of the 52-week base in the 


amount of $157. 
SECRET SERVICE DIVISION 
SALARIES AND ExpEeNsES, Wuite House Po.ice 


Standard classification schedule 











Appropria- | Appropria- aoazeene (+). 

jtion estimate,|tion estimate, over 1951 

1 see estimate 
—— Seti anRI Ai Eadledt decctanonsiocsintinden 

Total number of permanent positions---..............- meee 174 a 
Average number of all employees. -............---..--------- 134 170 +36 
———————SSSSEE SSS OS 

OBJECT OF EXPENDITURE 

Persona! services, field, net permanent... ...............-..-.-- | $502, 920 $625, 852 +$122, 932 
OIRIONY OF CRMOUR 6 oo nncnnsnccnesecnesedecessesecness 10 sh cote iat 
SE NDE BOR VEUE as 4 « 5 canes daca edunteiiuvdéiwunedases 850 1, 418 +568 
a a a da ace heli ecie annie welaie Sain 18, 2C0 19, 006 +800 
I itiin ora keni gana gedtmn _panahe 6 Rape eleamanabenee . 20 720 +700 
ees — _ —_-—— —— - —_—_—— _ — 
Total appropriation or estimate-................--.-.--- 422, 000 647, 000 +125, 000 
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Analysis of appropriation base for fiscal year 1952 


Rewuler demrowsteens 1Gur Gees =o oo a kts Us soe $418, 000 
Supplemental appropriations for 1951_........-.....----.-----.-- 104, 000 

Total appropriation, 1951__...-.-.------ CW iinwns aie Sena 522, 000 
Addition: Protection of White House and grounds. __---..-------- 121, 304 
Appropriation base for 1952_............--.-.-.--- one eettaseieaen tie 643, 304 
Appropriation estimate for 1952_.....-.----- ee tiga ei erwy aiken SR 647, 000 
Increase over appropriation base for 1952___._..---.-.------------ 3, 696 

Increase from total appropriation, 1951____- lend iail es ecoesiteeia aed oe 125, 000 


Comparison of appropriation base with appropriation estimate for 1952 





Appropriation base | Appropriation esti- | 


for 1952 | mate for 1952 Increase 
Activity diet estible aah chariot acne oe gcd, Sa itniaitt 
| } | 
Aver- | Aver- | Aver- | 
j}age po-| Amount |agepo-}; Amount | age po-| Amount 

sitions | sitions | sitions 

E 5 ant a ea s Sa 
1. Protection of White House and grounds 170 | $643, 304 | 170 | $647,000 | j | $3, 696 
Adjustment in base (net) --...-- —36 | —121,304 |___- | a 36 | 121, 304 








cae’ 36 | +125, 000 


Total, appropriation 1951 and appro- | | 
priation estimate 1952___- 5 134 | 522, 000 | 170 





Detail of personal services 








Actual, 1950 Estimate, 1951 | Estimate, 1952 
— | Total salary} sa Total salary} Bg | Total salary 
Ba Ee PG 2 atin Bed Fo 28 Sicha A Mileage AAAS Sa EEL 
3 | 
Field: | | 
Inspector. ...--- erae 1 $6, 599 | 1 $6, 599 1 | $6, 599 
Captain ee 1 5, 380 | 1 5, 380 | 1 5, 380 
Lieutenant sand ‘ 3 13, 905 | 5 | 23, 175 | 5 23,175 
Sergeant 6 25, 374 | 7% 29, 603 wa 29, 603 
Corporal. ent Seika 6 24, 150 | 7 | 28, 175 | 7 | 28, 175 
Privates | 
Class 6 a : 76 | 285, 380 | 78 | 202, 890 | 81 | 304, 155 
7 2 7, 238 3 10, 857 2 | 7, 238 
3 10, 452 2 6, 968 4 13, 936 
bani 2 6, 696 64 214, 272 62 | 207, 576 
4 12, 852 2 | 6, 426 | 1 | 3, 213 
: ; 6 18, 462 4 12, 308 | 3 9, 231 
Total permanent, field_......--- 110 416, 488 174 636, 653 | 174 | 638, 281 
Deduct lapses__....---------- ebebeienacaeeta 7 23, 707 40 | 133, 733 4 | 12, 429 
Personal services (average number, | | 
Nt eoartickceca essed 103 | 392, 781 | 134 | 502, 920 | 170 625, 852 





GENERAL STATEMENT 


The funds requested under this appropriation are for expenses necessary to 
maintain the permanent police force for the protection of the White House. and 
grounds, including personal services, uniforms and equipment and arms and 
ammunition and miscellaneous supplies made in the manner the Presidenf may 
determine, for the protection of the Executive Mansion and grounds. 

The attempt to assassinate the President by overpowering White House Police 
officers forming the outer perimeter of protection and forcing entrance into the 
Blair House made imperative a revised estimate of the strength and deployment 
of the White House Police to thwart similar fanatical assaults possibly in larger 
force. Conditions prevailing today make the possibility of repetition of acts of 
violence such as occurred at the Blair House an ever-present danger which the 
White House Police must be prepared to meet. It is imperative that the force be 
maintained at the strength of 170 officers as authorized by the Second Supple- 
mental Appropriation Act, 1951. 
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LANGUAGE CHANGES 


A waiver of the existing statute with regard to the limitation on the authorized 
strength of the White House Police is necessary to afford the additional Presi- 
dential protection contemplated within this estimate. 


Adjustment in appropriation base 


Projection to a full-year basis 23 additional policemen authorized for 
8 months during 1951 as necessary to convert from a 6-day to a 5- 
day workweek in accordance with the provisions of Public Law 
693, approved Aug. 15, 1950 (Supplemental Appropriation Act, 


1951) - ais ; + $27, 149 
Projection to a full-year basis 41 additional policemen authorized for 
5 months during 1951 as necessary to man 8 additional posts de- 
termined necessary to strengthen the outer perimeter of protec- 
tion around the White House and Blair House (Second Supple- 
mental Appropriation Act, 1951) _ — - +-94, 155 
Total adjustment__ --- : : +-121, 304 
Summary by object class 
Appropria- on iin 
tion base, Es oy ’ Increase 
1952 — 
Personal services : : a : . $624, 224 | $625, 852 $1, 628 
Transportation of things , oe J eG 10 10 ; , 
Other contractual services... -...-..-- - pabie 850 1, 418 568 
Supplies and materials . 18, 200 19, 000 800 
Equipment. .--_.---- : 20 720 | 700 
Total obligations_........-- a ee 643, 304 647, 000 | 3, 696 


Personal services.—The additional amount of $1,628 requested for the fiscal 
year 1952 is for yearly step-up promotions required by law. 

Other contractual services.—The amount of $568 is requested as necessary for 
the cleaning, pressing and repairing of the uniforms for the 64 additional White 
House Police provided by supplemental appropriations in the fiscal year 1951. 
Due to the fact that these police received new uniforms in 1951, additional funds 
were not requested at that time for these services. It is estimated that approxi- 
mately $9 per man will be needed for this purpose in 1952. 

Supplies and materials.—The amount of $900 is requested for ammunition for 
target practice and the increased cost of supplies. 

Equipment.—It is necessary to replace a number of worn and obsolete badges. 
The amount of $700 is requested for that purpose. 


SECRET SERVICE DIVISION 
SALARIES AND EXPENSES, GUARD Forcr, TREASURY DEPARTMENT BUILDINGS 


Standard classification schedule 





Amount Decrease Decrease 
ae er . ~ 952 ‘ly ill 
i Beit Estimate, | Estimate, recom- (—) 1952 (—) bill 
Standard classification 1951 1952 mended by| &stimate | compared 
rr -e House compared | with esti- 
" with 1951 mate 
Personal services, departmental . $630,905 | $433, 675 $383, 675 | —$197, 230 — $50, 000 
Travel , 4 ; d 700 700 700 
Transportation of things ; 300 200 200 —100 
Communication services_-. nee 700 700 700 
Other contractual services ‘ 3, 530 2, 830 2, 830 —700 
Supplies and materials an pais 18, 095 11, 395 11, 395 —6, 700 
Equipment_-.......--- Kamae 2, 500 500 500 —2, 000 
Total appropriation or estimate a 1 656, 730 450, 000 400, 000 — 206, 730 50, 000 


1 Does not include comparative transfer to General Services Administration in the amount of $41,270 and 
$2,000 reserved under see. 1214, General Appropriation Act, 1951, 


81916—51——-26 
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SECRET SERVICE DIVISION 
SALARIES AND ExpENSES, GUARD Force, TREASURY DEPARTMENT BUILDINGS 
(Estimate 1952, $450,000; 1951 act, $698,000) 
(House hearings, p. 135) 
(Bill, p. 8, line 20) 


AMENDMENT REQUESTED 


Page 8, line 24, strike out ‘“‘$400,000” and insert in lieu thereof ‘$450,000’, the 
estimate. 
HOUSE REPORT 


‘‘The committee has made a reduction of $50,000 in the estimates for the guard 
force which guards the Treasury Building and Annex.” 


JUSTIFICATION 


The House Committee on Appropriations reduced the request for salaries and 
expenses of the guard force from $450,000 to $400,000. This represents a reduc- 
tion of $50,000 and necessitates the exclusion of 20 positions below the positions 
provided for in the request for 1952. 

The allowance of $400,000 by the House Committee on Appropriations results 
in a reduction of $298,000 below the 1951 appropriation of $698,000. 

The appropriation request for 1952 is for 138 positions with related expenses, 
These positions represent 117 in Washington, D. C., and 21 in Chicago, Ill. The 
reduction of $50,000 will result in the elimination of 20 positions or approximately 
15 percent of the entire force provided for by direct appropriation, 

The reduction will result in the elimination of one-sixth of the force of guards 
assigned to the three buildings in Washington, D. C., or as an alternative, the 
discontinuance of the protection provided the two buildings located in Chicago, 
housing the Bureau of the Publie Debt. 

It is believed that any further cut in the Chicago force would eompletely ruin 
its effectiveness in covering six floors (413,000 square feet) in the Merchandize 
Mart Building and two floors (162,500 square feet) in the Nash Building, 

The force covering the Main Treasury Building, the Treasury Annex, and 
Loans and Currency Building in Washington, D. C., is now reduced to the 
minimum and any further cut would result in a dangerous security risk. 

The Armored Truck Unit with 30 guards, after taking into consideration annual 
leave and sick leave, provides the minimum number of guards necessary to 
effectively transport and protect without unnecessary risk, all Treasury money 
and securities including cash payrolls in the District of Columbia and vicinity. 

There is attached a summary schedule showing the requested guard posts dis- 
tributed by locations and the periods of time guarded. 

In the interest of security it is requested that the $50,000 reduction made by 
the House Committee on Appropriations be restored. 
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1952 allowance by House Committee on Appropriations__..._._-_-- $400, 000 
1951 appropriation (less, sec. 1214 reduction $2,000) _......._._-.-- 698, 000 
ST Sn a oe ok Sia a nadine vain  amueneins 298, 000 





Decrease due to nonrecurring items: 

Personal services and related expenses heretofore re- 
quested by direct appropriation, the cost of which 
will be reimbursed or advanced to this appropriation 
by the Bureau of Engraving and Printing for services 


rendered: 
Personal services (65 ruards)...............-..-. $183, 275 
Other contractual services___._..........------- 700 
SIE ER NNN oo ead wane aoe 6, 700 





: —— —190, 675 
Savings to be accomplished through turn-over of personnel and 


delay in filling positions: Personal services______-___-_-_---- — 15, 666 

Other nonrecurring items: 
Eeummene Cl BUNtION WHEE « ooo oc ce cnc cn... 5... — 2, 000 
Transportation of things (freight on station wagon) -------- — 100 
TI Se oe coe ok Rea er ee een ie Sk ee i as — 208, 441 
Less:11 day’s pay in excess of 52-yweek base: Personal services- - - - -- +1, 711 
Decrease in estimate for 1952 compared with 1951_____._---- — 206, 730 


Comparative transfer: 
Wransfer of 15 guards protecting the Auditors’ and 
Liberty Loan bldgs. to General Services Administra- 
tion pursuant to Reorganization Plan No. 18: 








INI ANI a nd cele $40, 495 

Other contractual services... ................... 70 

Eapeees gre TANOUTINND oo cee 705 
—— 41, 270 
Total decrease in estimate for 1952 compared with 1951_._ —248, 000 

Reduction by the House Committee on Appropriations: Personal 
ORVEOON Ci) RUIN iss bec cacana nein decas duane dudes sina — 50, 000 
INN igh Sbinn chica ek esi u ete adlns ex olahiademinn 298, 000 


Summary 


Note.—The guard posts are distributed by no and ae for periods of time shown in the tabula- 
tion below 





| | 




















lst platoon, 12 | 2d platoon, 8 3d platoon, 4 
| p.m, to8 a. m./ a.m. to4p. m. | p.m, to12 p.m. 
salads! See tah cxaca nial UN ee 
| posts | relief F nel 
| 56 40 | 5 | 40 | 56 40 
hours | hours | hours | hours hours | hours | 
Company A: | | 
Main Treasury, Posts... 4 ae 6 13 | 6 6 38 16 54 
Treasury Annex, posts OS Bisatdece 2 1 2 pgqhee 7 4 11 
Loans and Currency | 
Bldgs., posts... ; B tadawoee ‘ 7 | 1} 2 12 4 16 
Armored Trnek Company. ielleha gkls Gaeaie RRs OB ce aeed BP adisians 30 
Office and specials. scare bathe Tiabakiansa Wty J eS beat oe |) | 6 
Company C (Chicago, Il.): | 
Merchandise Mart and | } 
Nash Bldgs., posts... ...-- Bi. Jakedeu 2 3 | 4 | 1 15 | 6 21 
as eek tesiacet Rite Ee oe nc, OB ease peas J--------] 138 





17 a.m. to3 p. m. 
210 a. m. to6 p. m. 
39a. m. to 5:30 p. m. 
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Analysis of appropriation base for fiscal year 1952 


Regular appropriation, 1951 act (less sec. 1214, reduction, $2,000.._._. $698, 000 
Total appropriation, 1951_____ Re eRe ae Bee ae ‘ 698, 000 
Reductions: Safeguarding Government securities and protection of 
OT FSP gio. = wn dtesdateist coed ae Peper nme nines, MA OAL 
RITORPIRLION THAR FOE TR oo oe ise canivngad ae ays <nteinnre i oman 448, 289 
Appropriation estimate for 1952... .. .....-..-.-..- orekue as Him 8 1 
Increase over appropriation base for 1952_..._......-..----- 1, 711 
Decrease from total appropriation, 1951__-- ay tee & edad nine Sites k 1G aay A 


Comparison of appropriation base with appropriation estimate for 1952 


=- - ~ _ — ————— —_ — s - — 
Appropriation Appropriation i 
base for 1952 estimate for 1952 Decreast 
Activity Aver- Aver- | Aver- 
age age age 
posi- Amount posi- Amount posi- Amount 
tions tions | tions 
1. Safeguarding Government securities 
and protection of Treasury Buildings 138 | $448, 289 | 138 | $450, 000 | $1, 711 
Adjustment in base (net) 79 249, 711 ied é | 79 | 249,711 
ae ook i‘ Pee Rage, MAW iat ey AEA DAU) REE ky eee 
lotal appropriation, 1951, and ap- | | | | 
propriation estimate, 1952 217 | 1698,000; 138] 450,000! 70] 248,000 


i 


1 Excludes $2,000 reserved under sec. 1214, General Appropriation Act, 1951. 
GENERAL STATEMENT 


The guard force protects the Main Treasury Building and Treasury Annex, 
Bureau of Engraving and Printing and its Annex, in Washington, D. C., and 
buildings housing Public Debt activities in Chicago, Ill. These buildings house 
currency, Treasury checks and other Government securities. 

In addition to the protection of Treasury buildings, the guard force transports 
and protects, in transit, all Treasury money and securities including cash payrolls 
in the District of Columbia and vicinity. 


LANGUAGE CHANGES 


The language with reference to the purchase of a motor vehicle will not be 
needed in fiscal year 1952. The present language with respect to funds advanced 
from the Bureau of Engraving and Printing should be deleted and the following 
language substituted, ‘‘That funds may be advanced or reimbursed to this appro- 
priation from the Bureau of Engraving and Printing to cover service rendered such 
Bureau.” 

Heretofore, the cost of the protection of the Bureau of Engraving and Printing 
has been financed partially by appropriated funds under this appropriation and 
partially by reimbursement from the Bureau of Engraving and Printing. Begin- 
ning with the fiscal year 1952 the Bureau of Engraving and Printing will reimburse 
this appropriation for the total amount of guard service in that Bureau. 


EXPLANATION OF ESTIMATES 


1. Safeguarding Government securities and protection of Treasury Buildings (increase, 
$1,711) 
Y , 








TREASURY 


Summary by object class 
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Appropria- Patt 
tion base, Estimate, | Increase 
1952 1952 
| 
Pereonal services...................- tia apiie toute baa orem $431, 964 | $433, 675 | $1, 711 
EE. Wu Spam edeestibs 6subakktabaudedomedséeacktecskeechucesu 700 WEP ten ctte dew cccas 
Teenepertation Of things... . 2... ses. eens eee eas eres oe! 200 nes oan Sol 
I es 700 Slits binsdinhaichcmaite 
og ee es : 2, 830 BN hc ncene we 
Sy Gn SONNEI 6. doce ed desi ccec cdl awkliusedeecuwie 11, 395 BE Wee Itcaatwcuosate 
I ie eR cake Takin cake LKside 0c osGbbdesendiass 500 NO iensiicieiens 
coe ee | 448, 289 | 450, 000 | 1, 711 





An increase in base of $1,711 is to cover the cost in personal services of 1 day’s 
pay in excess of the 52-week base for those employees paid by direct appropriation. 


GENERAL STATEMENT 


Senator Kincore. Now, Mr. Baughman, you may at your discre- 
tion put your prepared statement in the record and then comment 
on it, and highlight the points you want to stress to the committee, 
or you can read the statement. That is at your option. 

Mr. Baueuman. I think it would save time to introduce the state- 
ment and just give you a few remarks. 

Senator Kiicore. All right. 

We will introduce it at this point, then, in the record. 

(The prepared statement of Mr. Baughman follows:) 


InrRopUCTORY STaTeMENT OF U. E. BavGuMman, Cuier, Unirep States 
SecrRET SERVICE 


Mr. Chairman, the major duties of the United States Secret Service are the 
protection of the President of the United States and members of his family, the 
suppression of counterfeiting, and the suppression of the forgery of Government 
checks and bonds. The crimes of counterfeiting and forgery have been increas- 
ing, and we need additional men and equipment if we are to continue to effectively 
fight the counterfeiter and forger. 

Statistics may be dull but they are necessary to show you our problems and also 
to demonstrate the achievements of the Secret Service with a small, efficient, 
hard-working group of investigators during the 1950 fiscal year. 

During 1950 the Secret Service arrested 3,168 persons for counterfeiting, check 
and bond forgeries, and miscellaneous offenses, an increase of 832 over the previous 
year. Counterfeiting arrests for 1950 totaled 542 in comparison with 207 for 
1949, Check and bond forgery arrests were 2,336 for 1950, or approximately 
500 more than in 1949. Convictions in criminal cases averaged 97.3 percent. 
In accomplishing this our personnel performed over 96,000 hours overtime, the 
equivalent of 56 agents engaged during normally required hours. This overtime 
was performed voluntarily without compensatory time given in return or overtime 
pay, as funds were not available for payment of overtime. Overtime could not 
be avoided as we didn’t have sufficient personnel. The criminal does not keep 
office hours, he works at all hours of the day and night, and a Secret Service agent 
must do the same. Nevertheless, despite these achievements, our total case load 
increased from 15,342 as of the end of June 1949 to 18,268 as of the end of June 
1950, the greatest backlog of cases the Secret Service has ever had on hand in 
its 85 years of existence. With less than 200 agents in the field, these cases 
represent an average of 90 per agent, or more than six times what it should be 
for an enforcement agency to operate with full effectiveness. 

More Government checks are stolen and forged now than at any other time in 
our history. According to the Federal Bureau of Prisons, forgers of Government 
of our Federal 


checks represent the largest segment of the population 
penitentiaries today. 
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Counterfeiting cases received in 1950 amounted to 1,681 in comparison with 
781 for the preceding year. Figures, however, do not always demonstrate the 
problems of an investigative foree. Counterfeiting cases take time; weeks, 
months, or more. Even the most ordinary counterfeiting cases take considerable 
time and work. Suppose, for example, that a man passes four or five counterfeit 
notes in retail stores. A special agent retrieves the counterfeits, talks with the 
victims, endeavors to obtain descriptions and has the notes marked for identi- 
fication. He prepares a warning to be distributed to other storekeepers to place 
them on guard. If the passer is arrested he is generally not closely associated 
with the manufacture of the counterfeits and the agent must then undertake to 
trace the source of the notes. Frequently this will require surveillance of suspects, 
under-cover work, inquiries in other cities, checking various records, running 
out leads, and other time-consuming activity. In the meantime, other investiga- 
tive work of equal importance must be laid aside for later aitention when time 
permits. 

BUFFALO INCIDENT 


A ease which occurred not very long ago in Buffalo is an example of what 
confronts the Secret Service in developing a major counterfeiting case. Because 
of the extensive operations of a gang there it was necessary to detail agents from 
other districts to assist in the investigation in Buffalo where we had only one 
man stationed. The agents investigated hundreds of leads and kept suspects 
under constant surveillance, often working 16 to 18 hours without interruption. 
Their average working time for a month was 384 hours, representing 200 hours of 
overtime per man. In this case we eventually arrested 16 principals for manu- 
facturing counterfeit American and Canadian currency, and with others arrested 
for passing these counterfeits in most of the 48 States there were about 80 people 
implicated in this one case. 

It can readily be seen that a number of agents may be engaged for a long time 
on one counterfeiting investigation. When I had to take men from several 
districts to send them to Buffalo, the check cases they were investigating had to 
be held in abeyance, and new cases began to pile up in those districts so that the 
caseload became heavier than ever. The result was that in these cases investiga- 
tive leads grew stale and payees of the checks were deprived of their money until 
the investigations of the checks could be resumed. 

Last year the Secret Service seized $1,289,280 in counterfeit notes, in compari- 
son with $957,763 in 1949. In addition we received 208 new issues of counterfeit 
notes in comparison with 114 for the preceding year. This is a very definite 
indication of the trend in counterfeiting. During 1950, 13 plants responsible 
for the manufacture of hundreds of thousands of dollars in counterfeit money were 
captured. But, as one group is suppressed another springs up in its place. 

I believe the increase in counterfeiting is largely due to the fact that the counter- 
feiting of ration coupons during World War II gave the present-day currency 
counterfeiter an opportunity to “learn how to handle the job.”” Moreover, the 
increase in this type of crime has been favored by the development of improved 
and simplified photoengraving and printing techniques. Less cumbersome 
material has been put at the disposal of the counterfeiter, and counterfeiting is 
no longer an art but a business. Counterfeiters today use mass production 
methods, frequently engraving from 4 to 36 impressions on a single plate. The 
product is frequently a close duplicate of the genuine and generally good enough 
to victimize the average citizen. 

In my opinion, counterfeiters are guilty of a crime equivalent to treason for 
they are part of a system that will harm the country just as seriously as if they 
took up arms against it. Counterfeiting is international in scope and constitutes 
a real danger to economic relations between nations. 

While on the subject of counterfeiting, I believe it pertinent to remark that we 
have received wonderful cooperation in the vigorous prosecution of counter- 
feiters from United States attorneys and their assistants. Some United States 
judges have imposed sentences ranging from 15 to 25 years, which, in my opinion, 
is a deterrent equal to the investigative work of a score of agents. 


INCREASE IN CHECK FORGERIES 


With the increasing number of checks issued by the Government for allotments 
to servicemen, social security, and other purposes, more forgeries can be expected. 
In 1950 we received 33,211 check cases and in 1951 we expect to receive approxi- 
mately 35,000, based on receipts for the first 6 months of the current fiscal year. 
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Even the most routine check forgery case entails considerable investigation 
both from a civil and criminal standpoint. Until we make a report to the Treas- 
urer of the United States the Government will not issue a duplicate check to the 
payee, who is deprived of the use of the money in the meantime. Numerous 
suspects may be questioned before guilt is established. Once the forger is arrested 
the agent must spend considerable time fingerprinting and arraigning the prisoner, 
taking statements, obtaining more handwriting specimens, preparing a prosecution 
report for the use of the United States attorney, testifying before the grand jury 
and testifying in Federal court. Administrative forms and reports must also be 
prepared. This is required in what is considered to be merely a routine check 
case. Others may involve multiple checks and several forgers and are consider- 
ably more complex to investigate. 

The Secret Service has 56 offices scattered throughout the United States, 
averaging approximately four agents per State. Nineteen of these offices have 
but one man. Consider our largest field office—New York City. We have but 
22 agents there to cope with some of the cleverest counterfeiters and forgers. 
Thousands of Government checks and bonds are stolen and forged there every 
year. With the aid of the New York Police Department our agents make scores 
of arrests-yearly but the need for men is as acute in New York as it is anywhere 
else, if not more so. 

During the past year supplemental funds were granted by the Congress to 
provide additional men for the protection of the President and members of his 
family, and also to establish a detail for the protection of the Vice President. 
Under present conditions, I feel that adequate physical protection is now pro- 
vided by the number of agents assigned to the White House detail. 

As to the Blair House incident, we are still investigating scores of persons— 
members and friends of the Nationalists’ Party of Puerto Rico. We have devel- 
oped some significant leads and it is hoped that definite results can be obtained in 
order to reveal the full story behind the attempt to assassinate the President. 

However, it is necessary to have sufficient field agents, not only to perform their 
normal enforcement work on counterfeiting, forgery, gold cases, personnel and 
numerous miscellaneous cases, but also to investigate oral or written threats 
against the President, and to augment the White House detail when the President 
is outside the White House or Blair House, as Presidential protection and enforce- 
ment activities are closely integrated functions. 


EFFECT OF HOUSE REDUCTION 


The reduction of $125,000 effected by the House Committee on Appropriations 
results in the availability of only $103,098 above the base for the year. Since 
this represents the approximate increase in operating costs for the fiscal year 1952 
such as within-grade promotions, reallocations, pay in excess of the 52-week base 
and other necessary items, the disallowance by the committee eliminates all of the 
25 new agents requested for 1952, with related expenses, as well as the new equip- 
ment included for the expansion of our communications system. 

It is requested that the amount of $125,000 representing the deduction effected 
by the House be restored in order that the requested agents may be obtained and 
continued emphasis be placed on counterfeiting activity and the investigation 
of check and bond forgery cases be accelerated. 


WHITE HOUSE POLICE 


The duties of the White House Police force are to protect the Executive 
Mansion, the grounds and other areas coming under the jurisdiction of this 
force, and to assist in the protection of the President when he is in residence. 
These men, as well as Secret Service agents, assigned to such protective duties 
must be ready and willing to sacrifice their own lives, if necessary, in the protec- 
tion of the President. They must be conscientious and continuously alert to 
prevent any attempt on the President’s life or forced entrance which acts must be 
anticipated at all times. 

The exposed position of the Blair House has placed a tremendous responsibility 
on the White House Police assigned there. 

As a matter of information, for the fiscal year 1950, the White House Police 
foree covered the President on 603 occasions when entering or leaving the Blair 
House or White House, and in addition covered daily trips to and from his office. 
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In addition, the White House Police force has assumed the extra burden of 
carefully checking all incoming and outgoing trucks and workmen who are engaged 
in construction work at the White House. 

Supplemental funds were granted to increase this force after the Blair House 
incident and it is requested that the authorized strength remain unchanged. 


UNIFORMED FORCE 


The uniformed force, for which funds are requested to employ an average of 
138 employees, furnishes all of the protection for the moneys, bonds, checks, and 
other Government obligations that are handled, stored, disbursed, received, or 
otherwise processed in the Main Treasury Building, Treasury Annex, the Bureau 
of Engraving and Printing Annex in Washington, D. C., and in the two buildings 
in Chicago, Ill., housing Bureau of the Public Debt activities. The uniformed 
force also transports and protects, in the District of Columbia and vicinity, all 
Treasury money, securities, and other obligations, including cash payrolls while 
in transit and throughout loading, unloading, and disbursement to the extent of 
approximately $195 billion per year. 


EFFECT OF HOUSE REDUCTION 


The reduction of $50,000 effected by the House Committee on Appropriations 
results in the exclusion of 20 guard positions or 15 percent of the entire force of 
138 provided for by direct appropriation. 

This foree cannot be reduced below the figure of 138 requested for the fiscal 
year 1952 without, in my opinion, seriously impairing the operations of the force 
in adequately discharging its protective responsibilities. It is therefore requested 
that the amount of $50,000 representing the deduction effected by the House be 
restored. 

CONCLUSION 

The above remarks will serve to provide a general picture of the program and 
requirements of the Secret Service Division. I shali be pleased to amplify and 
explain further any phase of our work in which you may be interested and in such 
detail as you may desire. Thank you. 


ACTIVITIES 


Mr. Bauacuman. Mr. Chairman, as you know, the major duties of 
the United States Secret Service are the protection of the President 
of the United States and members of his family, the suppression of 
counterfeiting, and forgery of Government checks and bonds, the 
investigation of violations pertaining to the Gold Reserve Act and the 
Silver Purchase Act, and investigations of certain other offenses relat- 
ing to the Treasury Department. 

Senator Kincorr. Do you not also have some work to do with 
reference to national banks? 

Mr. Bavauman. No, we don’t. We do investigate certain offenses 
against the Federal Deposit Insurance Act. 

Senator Kincore. On the question of forgeries of Government 
checks, do you investigate any of those? 

Mr. BauGHMAN. Yes; we do. 

Senator Kiitcore. I thought you did. 

Mr. Bavucuman. All forged Government checks. Then we have 
other investigations of certain other offenses relating to the Treasury 
Department, and personnel investigations, and so on. 


COUNTERFEITING AND FORGERY INCREASING 


The crimes of counterfeiting and forgery have been increasing, and 
we do need the additional men and equipment to combat these offenses, 
as well as the other violations pertaining to the Treasury Department. 
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During 1950, the Secret Service arrested 3,168 persons for counter- 
feiting, check and bond forgeries, and miscellaneous offenses. That is 
an increase of 832 over the previous year. Counterfeiting arrests 
for 1950 totaled 542, in comparison with 207 for 1949. Check and 
bond forgery arrests were 2,336 for 1950, or approximately 500 more 
than in 1949. In accomplishing this, our personnel performed over 
96,000 hours overtime, the equivalent of 56 agents engaged during 
normally required hours. This overtime was performed voluntarily, 
without compensatory time given in return or overtime pay. 

Our field force is small, and our workload is extremely heavy. 


TOTAL CASES ON HAND 


On June 30, 1940, the Secret Service had a total of 18,268 cases on 
hand. With only 200 agents in the field, these cases represent an 
average of 90 per agent, or the equivalent of 6 months’ work without 
receiving any other assignments. 


EXAMPLE OF FORGERY CITED 


Senator Kitcore. A question at that point. Have you had any 
increased work by reason of the payroll deductions, the refunds, in- 
come-tax refunds, as to forgeries on those checks? 

I just w ondered if any of those had been called to your attention. 
Because it looks to me like it might develop into a fertile field. 

Particularly [ ran into it. in the coal-mining industry. Most of 
the miners had refunds coming to them. We found one man who 
had four or five different social-security cards from various offices. 
He was using those to identify himself in banks. He would go in 
and get hold of some miners’ mail out of the post office, when he 
knew the refund checks were coming in, and then, using one of these 
social security cards, he would go into a bank and cash the checks. 
I wondered if you had much of that. We handled that, I think, in 
the State courts in those cases. 

Mr. BauauMan. We have quite a bit of that. That is the usual 
procedure. These mail box thieves will steal a check, and then they 
go to social security and secure a social security card and use that as 
identification. Now, both the Social Security Board and the Secret 
Service have issued literature and stressed the point in our educa- 
tional campaign not to use the social security card for identification. 

Senator Kitgore. I was raising that point because with the num- 
ber of people now who are ge tting refunds from the Treasury Depart- 
ment, that might develop into a very serious problem, the question 
of one man securing somebody else’s refund and forging his signature 
on the check; particularly in your industrial areas, where the men 
are not well known, where you have a certain number of migrant, 
transitory workers, as you do for instance in the coal industry. 

Mr. Baveuman. That is very true, Senator. 

Senator Kitcore. Your workload might increase on that account, 
I thought. Go ahead. 

Mr. Baueuman. As I indicated before, we had 90 cases on hand 
while the normal workload for an investigator should be about 15 
cases. In addition to this backlog, we are receiving approximately 
3,700 new cases per month. 
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At the end of March 1951, we had 17,679 cases on hand. 

Senator Kitcore. Now taking that 17,679 estimated backlog at 
the beginning of fiscal 1952, and taking that based upon your field 
forces who have to do the investigation, how many cases would that 
be per man, if you had to clear that up? 


BACKLOG OF CASES PER AGENT 


Mr. Bavucuman. Withour present force, that would average slightly 
less than 90 cases per agent. I was taking that 90 cases per agent on 
the basis of 200 agents. 

Senator Kitcore. But that would be only to take care of the built- 
up backlog, and the accruals would be on top of that? 

Mr. BaucuMan. That is correct. Just to take care of the backlog. 
In other words, we receive approximately 45,000 cases each year. 
That has been our average for the last couple of years. 

Senator Kitcore. I wonder if you could furnish us, not now neces- 
sarily, but if you do have it now, furnish it now, the types of cases in 
that backlog, the numbers of various types. There is the present 
known backlog of 17,679. Or give us any other figure you do have a 
breakdown on, just to show the committee what are the various types 
of cases. 

Mr. Baucuman. Yes; we have that breakdown and would be 
very glad to furnish it. 

Senator Kingore. Just read that into the record. 

Mr. BaucuMan. As of the end of March, as of March 31, 1951, we 
had 13,741 pending check cases, 2,703 bond cases, 250 counterfeiting 
cases, 309 Presidential protection cases, and other miscellaneous 
criminal and noncriminal cases totaling 676, or a total of 17,679. 

(The tabulation follows: ) 


SALARIES AND EXPENSES, SECRET SERVICE 


Activity statement for 9 months’ period July 1, 1950- Mar. 31, 1951 


| Cases re- | | 
Pending ceived, 9 | | Pending 
Classification eases, July 1, | months, July | Cases closed | cases, Mar. 
1950 | 1,1950to | | 31, 1951 


| Mar. 31, 1951 | 


ONG a inci ccwrast hattogiesrsetcieeeds 14, 373 | 24, 411 | 25, 043 | 13, 741 
Ps eine Bs 5 TS, 3, 019 | 4, 073 4, 389 | 2, 703 
Counterfeiting. ...........< ; iS j 352 | 862 | 964 | 250 
Presidential protection. ................-....- : 199 | 2,816 | 2, 706 309 
Other criminal and noncriminal.___._.__..--- 325 | 2, 187 | 1, 836 | 676 

| cree: al an aha 18, 268 34, 349 34, 938 | 17, 679 


FORGERY IN CASHING OF BONDS 


Senator Kitcorr. Now as to the bond cases, what is the nature of 
those cases? Are they forged bonds, or forged signatures on bonds? 

Mr. BauGuMaNn. Forged signatures; not forged bonds. 

Senator Kitcore. The cashing of bonds? 

Mr. Baueuman. That is right. The majority of those develops 
from a burglary ina home. Usually there will be a large quantity of 
bonds stolen at a time, and the usual procedure is to secure some sort 
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of false identification to correspond with the name on the bond and 
present them at a bank for cashing. 
Senator Kiicore. Are the large part of those the savings bonds or 


E bonds? 
Mr. BaucuMan. The great majority are the E bonds. 


AMOUNT OF COUNTERFEIT MONEY SEIZED 


During the fiscal year 1950 we seized $1,289,280 in counterfeit 
notes, in comparison with $957,763 in 1949. As of March 31, 1951, 
the Secret Service seized $1,247,018 in counterfeit notes. That is for 
the 9-month period. That is almost the same as the total amount 
received in 1950. 

Speaking of counterfeiting, while I realize we have had counter- 
feiting since the ancient days and undoubtedly will have it in the 
future, I do believe that in time we can make progress. I can see 
daylight in suppressing counterfeiting. I believe in time we can 
reduce it to a minimum, providing we ‘have, of course, sufficient help 
to take care of that type of crime. 

Senator Kingore. Frankly, the suppression of counterfeiting is a 
protection for the private citizen, because he is the one who cannot 
detect the counterfeit note when he gets it, usually, whereas the banks 
can usually protect themselves. The private citizen is the fellow who 
is the heavy sufferer when a bunch of counterfeit notes flood the 
country; is that not right? 

Mr. BauauMan. That is very true, Mr. Chairman. It is the same 
way not only with counterfeiting but with forged checks. It hits the 
eitizen’s pocketbook. With forged Government checks, it is the 
person who accepts it that loses. The same way with a counterfeit 
$10 bill. 

Senator Ecron. What type of notes are being counterfeited now 
particularly? 

PREDOMINANT COUNTERFEIT BILLS 


Mr. Baveuman. The predominant notes are $10 and $20 bills, 
more tens than twenties. 

Senator Ecron. Cannot the banks be given some methods for 
detecting these counterfeits when they come in? 

Mr. BauauMan. We do educate the banks and particularly the 
newer tellers. During the war there was very little counterfeiting. 
With the increase in counterfeiting, a number of the banks themselves 
were victimized. Now we have what we call counterfeit clinics at 
the various Federal Reserve banks throughout the country, and we 
ask bank tellers to attend. Then our agents are constantly calling 
on the banks. For instance, if an agent goes to a small city outside 
his headquarters office, we have instructions that he is to call on each 
and every bank, and the post office, and show any counterfeits 
appearing, so that they can see them first hand. 

We have a Know Your Money booklet here which might interest 
you. We give those booklets free to high-school students; that is, 
where they teach a Know Your Money course in high sc thools. The 
theory is that these students will be future money handlers. At the 
same time we give a few to the banks. But normally we ask the 
banks who might request them in large quantity to buy them direct 
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from the Government Printing Office. That book is very well thought 
of in the banking circles. 

Senator Kircgore. But, as I said, and I do not know whether you 
heard it, the big job is protecting the merchants and the private 
citizens, ‘who cannot be educated no matter how hard you work. 

Mr. BauGuMan. That is correct. 

Senator Kitgorr. Any further questions, Senator? 

Senator Ecron. Not right now, Mr. Chairman. 

Mr. BaucuMan. I just wanted to comment on the fact that while 
I mentioned that we can see our way, and we believe that in time we 
can bring counterfeiting to a minimum, the forged Government checks 
is a crime that increased almost 100 percent in 1946 over 1945. That 
was due to the increase in social-security checks, veterans’ checks, and 
income-tax-refund checks, paid as a result of adjustment in rates. 

Senator Kiicore. And that was the heaviest reduction you suf- 
fered, in the force that handle that type of work? 

Mr. BAuGHMAN. Yes; the majority of our agents in the field work 
on forgery cases. 

As | mentioned, while organized groups have been arrested for the 
forgery of Government checks, in the majority of instances they are 
isolated cases. That is, one individual check is stolen. While we 
have been successful in arresting more forgers than ever during the 
past year, nevertheless there has been an increase in check forgery 
for the past couple of years over the preceding years. 


PERCENT OF GOVERNMENT-CHECK FORGERIES IN 1950 


For instance, during the fiscal year 1950, a total of 269 million 
Government checks were paid, and out of this entire number there 
were slightly over 33,000 forgeries. Considering that, the percentage 
of forgeries is small. However, forgery is one of the major crimes 1n 
this country, if not the most profitable. The 33,000 cases referred 
to involve checks worth $2,066,226. And I understand that the 
losses from the forgery of commercial checks in this country are 
estimated at $300 million per year. 

Mr. Chairman, that more or less includes the résumé of my state- 
ment on the Secret Service. 


REDUCTION IN GUARD FORCE 


Senator Kiirgorr. As to the question on this matter of salary ex- 
penses of guard force, you have a reduction of $50,000 there. What 
about that? 

Mr. BaucuMan. That reduction of $50,000 is the equivalent of 
approximately 20 guards, or one-sixth of our entire force. 

Senator Kitcorr. What is the guard force used for? 

Mr. BauGcuMan. Our guard force is a little different from the 
average guard force. We have an Armored Truck Division. They 
escort and protect these armored trucks. As a matter of fact, last 
year throughout the District of Columbia they protected, in shipment 
through the streets, over $195 billion in curreney, without any loss. 
These guards also are engaged in the Bureau of Engraving. It is not 
merely a question of protecting the building, but more so the protec- 
tion of our securities and currency. 
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We have a group of 21 in Chicago. They are engaged mainly in 
protecting our bonds. The Bureau of Public Debt has buildings out 
there where these bonds are stored. 

Our guard force, with one or two exceptions, are all qualified marks- 
men. ‘They have a training course in first aid, in judo, and they are a 
fine class of men. 

Senator Kitcore. What effect will the reduction have on the guard 
force? 

Mr. BauauMan. Well, it is going to reduce our force one-sixth, 
which means a reduction either here in Washington or in Chicago. If 
we reduce in Chicago even a couple of men, I do not see how we can 
possibly control the situation. 

Senator Kircorre. How many will you have to take off? 

Mr. BaucumMan. In Chicago it will mean about 4 or 5, to the ratio 
of what we have; and here in Washington, about 15. 

Senator Kincore. In other words, it would take about 20 men off 
the force. Is that right? 

Mr. BaucuMan. That is correct, sir. 

Senator Ecron. Have you added any during the past year? 

Mr. Baucuman. No. I would just like to point out, as far as 
statistics are concerned, in connection with the guard force, that this 
number we are asking for for next year is a total of 263. That is nine 
less than what we had the previous year. 

Going back, in 1945, there were 400 guards; in 1946, 435; and there 
has been a gradual reduction, until this year we are just down to the 
minimum as far as offering any protection for our securities is con- 
cerned. Because if we leave a post uncovered—and we have been 
fortunate in the past that there have been no thefts, but the elimina- 
tion-of one such post might result in some serious theft. 

Senator Kirgorr. Your guard force are not an expensive force, are 
they? Their salaries are relatively low; is that not right? 

Mr. Baucuman. They start at $2,450. Unfortunately, that is one 
reason we do not have our full quota right now. 

Senator Kinrcore. You cannot get them? 

Mr. BaucuMan. We cannot get them at that salary. 

Senator Kincore. Are not a lot of them retired soldiers? 

Mr. BauauMan. The entire guard force, 100 percent, are veterans. 
But we only have one man who is a retired Army soldier. After 30 
years in the Army, he retired and has a position with the guard force. 

Senator Kingore. Are any of them drawing disability compensa- 
tion? 

Mr. Bavueuman. He is. 

Senator Kitcore. Of course, he draws his retirement pay. 

Mr. BaucuMan. He draws retirement and has a slight disability. 
Eighty of the men have a 10-point veterans’ preference. 

Senator Kincore. How many vacancies do you have now on your 
1951 authorization? 

NUMBER OF VACANCIES 


Mr. Baueuman. I stand to be corrected, but I believe it is 20. 

Mr. Taytor. Twenty vacancies. 

Senator Kitrgorr. That you have not been able to fill? 

Mr. BaucuMan. We have been filling vacancies lately, because we 
have received permission from the Civil Service to go out and recruit 
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ourselves, and then let the applicants take the regular civil-service 
examination. After approval by the Civil Service, we can put them 
on the force. Normally, we secure these applicants through Civil 
Service. 

Senator Kitcore. You say you are 21 short now of your authorized 
strength for the current fiscal year? 

Mr. BauGuMan. I believe the number is 20. 

Senator Kitcore. Would this be a further reduction below what 
your present strength is? 

Mr. BauGHMAN. 252 would still be a further reduction; 10 more. 

Senator Kitcore. In other words, the $450,000 would provide for 
how many? 

Mr. BavucuMan. A total of 263 guards. 

Senator Kitcore. Your present authorization is 272; is that right? 

Mr. BauGcuMan. Yes. 

Senator Kitcorr. And you only have 252; is that right? 

Mr. BavcuMan. That is correct. 

Senator Kiicore. So that actually you would only be increasing 
your actual force by 11 men? 

Mr. BauGuMan. Thai is correct. 

Senator Kiitcore. And, in other words, the $450,000 would con- 
stitute a reduction over the authorized 1952 strength of how many 
men? 

Mr. Baucuman. Twenty men. 

Senator Kricore. It would be 20 men less than your 1951 au- 
thorized strength? 

Mr. BaucuMman. No; approximately 30 men less than 1951. 

Senator Krugore. I mean if the House provision goes through. 

Mr. Bauauman. Yes. 

Senator Kincore. But, if that should be put back, it would be a 
reduction of 10? 

Mr. Taytor. Mr. Chairman, with the permission of the Chief and 
the Chairman, I would like to offer a little explanation here. 

This 272 that we have in 1951 and 263 that we show for 1952 
include those guards from the Bureau of Engraving and Printing 
which are on a reimbursable basis. We ask for no money for 125 of 
those guards. We are only asking for 138 guards by direct appropria- 
tion. 

Senator Kirrcore. Yes. 

Mr. Taytor. Now, the 138 guards that we are asking for we have 
this year, and we have the ‘positions filled. They represent the 
guard force for the Armored Truck U ‘nit, the main Treasury Building, 
the Treasury Annex, and the part of the Bureau of Engraving and 
Printing Annex that is not attributable to Bureau of E ngraving and 
Printing work. I refer to the Loans and Currency Section located in 
the Bureau Annex. And also the 21 guards we have in Chicago; 
which make a total of 138 guards that we are asking for money for by 
direct appropriation. 

Senator Kitgore. That are on your direct payroll? 

Mr. Taytor. That is right. That is the $450,000. 

We will ask the Bureau of Engraving and Printing next year for 
money on a reimbursable basis for the entire cost of those guards and 
services we furnish down there, because they are on a completely 
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business-type budget. Heretofore they have only reimbursed us for 
a portion of the guards. 

Senator Kitcore. So, a reduction of 20 from what you now have 
would really actually leave you with 118 guards on your own direct 
payroll? 

Mr. Taytor. That is right, sir. 

Senator Kiirgore. And that reduction would have to be taken care 
of in Chicago and the four places in Washington? Is that right? 

Mr. Taytor. The three buildings in Washington. We are now 
down to the minimum for protection in these three buildings in Wash- 
ington and two buildings in Chicago. Our positions are filled in those 
particular buildings that we pay for by direct appropriation. 

I would like to point out, if I may, that we have two buildings out in 
Chicago. The Public Debt occupies a portion of the Merchandise 
Mart Building, 413,000 square feet to be exact, and the entire Nash 
Building, with 162,500 square feet. We have three guards, a guard 
around the clock in the Nash Building in Chicago, and the remainder 
of the 21 in the Merchandise Mart, and we have six floors there. So 
you can see that the 21 we have out there now are cut to the minimum 
for any type of protection whatsoever. 

Senator Kiicore. In other words, you have full occupation of the 
Nash Building, so that you can guard it by controlling ingress and 
egress there largely ; whereas in the other building you occupy a portion 
of the building that you have to guard every floor. 

Mr. Taytor. A portion of six floors. Mr. Cawley can explain that. 

Mr. Cawtey. Six floors is right. It never has been possible for 
them. to get all of their space in one section, or’on two or three floors. 
There are commercial firms on all floors. 

Senator KirGors. How about your armored-truck company? You 
have 30 on that? 

Mr. BaucuMan. Yes, sir. 

Senator Kincore. Are they pretty busy? 

Mr. BaueuMan. Yes; they are on the go all the time. We could 
not possibly reduce there. 


NUMBER OF ARMORED TRUCKS 


Senator Kitcorre. How many trucks do you have? 

Mr. Cawtey. They are the Bureau of Engraving trucks. They 
have five armored trucks, and then we have seven station wagons, 
which are used for the guards to trail, as we say, the armored trucks, 
when there is currency in the trucks, and to handle payrolls, all cash 
payrolls for the Government being protected by this armored-truck- 
company force. They rarely use the armored trucks for that, hecause 
they have to take the payroll and the money in what they call “pay 
cases” throughout the metropolitan district. 

Senator Kitcorr. They are taken in station wagons with guards? 

Mr. Cawtey. That is right. 

Senator Kitcore. Does not the Government agency reimburse you 
for that service? 

Mr. Caw ey. No, sir; it is all handled for the Division of Disburse- 
ments of the Treasury Department, the Bureau of Accounts. 

Senator Kirgcorr. How much money do they handle, in the nature 
of payroll money? 
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Mr. Cawtey. I have'a breakdown here on the yearly basis and 
the average biweekly phase of it. 

Senator Kiicore. If that guard service for those trucks and those 
payrolls were reimbursable, how much would it amount to, in money? 

Mr. Taytor. With the 30 men, I would say it would run around 
$2,900 a man. That would be the average salary. 

Mr. Caw trey. Say $3,000. 

Senator Kitcorr. That would be close to $100,000. 

Mr. Taytor. About $90,000. 

Senator Kitcore. But that will just be taken out of one pocket 
and put into another. Because the agency, for instance, that you 
are guarding, would have to reimburse on that. And it would be 
very hard to distribute that expense; would it not? 

Mr. Cawtey. It would be very difficult. Because those cars and 
those personnel protect currency and securities for other agencies 
besides the cash payroll—the Treasurer’s office, the Bureau of Engrav- 
ing and Printing, the Comptroller’s office. All currency, all bonds, 
all postage stamps, all revenue stamps, go in these cars and trucks 
and are protected. 

Senator Kincorr. Then we could say that one-fifth of the Bureau 
of the Budget authorization on your estimate goes for that service 
alone, in the District here? 

Mr. Cawtey. Personal services. 

Senator Kitcorr. Personal services to the Treasury and various 
other agencies, in the safeguarding of payrolls, currency, and _ so 
forth, including postage stamps, bonds, savings stamps, and all that 
sort of thing? 

Mr. Cawtry. That is right, sir. 


WHITE HOUSE POLICE 


Senator Kircgore. Now, I wish you would notice that the House 
did not make any cut on the White House Police. They gave you 
the full $647,000. Now, that is $105,000 over the current fiscal year, 
which was $522,000. That included two supplementals, one of 
$55,000, one of $49,000. How many additional employees were 
added to the force after the Blair House incident? 

Mr. BaucuMan. Forty-one. 

Mr. Taytor. Sir, the first supplemental was for 23, which was to 
take care of the 5-day week for the White House Police. We got 23 
police, effective November 1, for that purpose. 

The second supplemental was for 41, which covered, I believe, 8 
additional posts. 

Senator Kitcorr. Those police are from the Metropolitan Police 
force, but paid by Secret Service; is that right? 

Mr. Baucuman. All the men assigned to the White House Police 
are under the control of the Secret Service. 

Senator Kitcore. I know they are, but certain of them that help 
guard the President at Blair House, that guard Blair House and the 
White House, are Metropolitan Police as selected by Secret Service 
and paid by Secret Service, not by the District police; but they are 
members of the Metropolitan Police force of the District? Is that 
right? 
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Mr. Baucuman. That is correct, sir. As a matter of explanation, 
we do have on temporary assignment Metropolitan Police men at 
the Blair House right now, because we don’t have our full force. 

Senator KruGore. And that is furnished by the District? 

Mr. BaucuMan. Yes. 

Senator Kircorr. How many of those are there? 

Mr. BauGuMan. There are approximately 21. 

Senator Kitcorsr. From the District? 

Mr. BauGuMan. Yes; around Blair House. 

Senator Kitgore. And you are not reimbursing the District for 
that at all? 

Mr. BauGcuMan. No. 

Senator KitGore. Since we have this on Blair House, when will 
we be able to get back into the White House? 

Mr. BauGuman. Unofficially, I understood it at one time to be 
November 1. Now there is a question if-there might be delay. 

Senator Kitcorr. That would be in 1951? 

Mr. BauGuMan. Yes. 

Senator Kircore. Would that entail heavy reductions in this? 

Mr. BaucuMman. No; it won’t. Because we have certain posts that 
normally we would hold at the White House grounds that are now 
over at Blair House. 

Senator Kitcore. I wish for the record you would supply us with 
the authorized strength for the White House Police, say, beginning 
in 1945, including your estimate for 1952, a tabulation of it. 

Mr. Tay.or. Sir, do you mean the authorized strength, or actual 
employment? 

Senator KitGore. Suppose you show authorized strength, actual 
employment, and number on loan not reimbursable from the Metro- 
politan Police, this year. 

Mr. Taytor. Very well, sir. 

(The information follows:) 


Schedule of employment, White House Police 


Fiscal year 


1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 2951 | 1952 

rr; ” a eBay nt ae om estimate estimate 
Authorized positions. - _ ; 112 114 110 102 105 | 104 1170 170 
Average employment -- 98 102 106 99 102 103 2134 170 


' Includes 23 positions provided in the First Supplemental Appropriation Act of 1951 (Public Law 843) 
for 8 months beginning Nov, 1, 1950, to convert toa 5-day workweek and 41 positions provided inthe Second 
Supplemental Appropriation Act of 1951 (Public Law 911) for 5 months beginning Feb. 1, 1951, for addi- 
tional protective posts. 

? The 23 positions authorized for 8 months beginning Nov. 1, 1950, and tha 41 positions authorized for 5 
months beginning Feb. 1, 1951, are re‘lected in average enployment for 15.2 man-years and 12.8 man-years, 
respectively. 


Average employment 


1951 regular appropriation __- erhcmm tartar ata kas Pigalle See : - 106. 0 
First Supplemental Appropriation ‘Act, 1951 (23 positions, ‘8 months)... 15.2 
Second Supplemental Appropriation Act, 1951 (41 positions, 5 months)_- 12. § 

Bvamhes mutisnns Oe NG0 4 os issess So Sin oe och oe seeds 134. 0 


81916—51——27 
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METROPOLITAN POLICE COVERAGE 


For the 4 months, November, December, January, and February, the Meiro- 
politan Police Department had a temporary detail of an average of 36 men on a 
24-hour basis (or an average of 12 men per each 8-hour shift) covering posts around 
the Blair House and the movements of the President to and from the Executive 
Offices. This temporary detail was reduced to 21 men at the beginning of March 
and this number will gradually be reduced as the men are replaced by White House 
policemen. 

Mr. Bavauman. I mentioned approximately 21 metropolitan 
policemen. We had, I believe, around 36 before, but we reduced that 
number when we got men transferred from the Metropolitan Police 
to the White House Police. ‘ 

Of course, we are hoping to get additional men, but then again it is 
a recruitment problem. Salaries are low for the Metropolitan Police 
and for the White House Police. It is most difficult, not only the 
Metropolitan Police, but ourselves, but with the help of civil service—— 

Senator Kricore. Is it not a fact that White {House Police get 
the Metropolitan Police scale? 

Mr. BavcuMan. That is correct. The starting salary for police- 
men is $3,077. 


REPLACEMENT OF AUTOMOBILES 


Senator Kircgore. You are asking, I understand, in your operating 
expense, for replacement of 35 automobiles? 

Mr. BauGHMAN. Yes, sir. 

Senator Kirgorr. Did you explain just what that is needed for? 

Mr. BauguMman. A number of our cars are 1946 models, and these 
35 cars we are asking for are for replacement only; they are to replace 
that same number of old cars, which have 60,000 miles or over. 
Some of our ears have 80,000 or 90,000 miles. 

Senator Kitcore. Any of those station wagons you talked about? 

Mr. Bavauman. No; station wagons are only used by the guard 
force. These are passenger cars for “the agents in the field. We have 
a total of 182 automobiles for the Service. 

Senator Ecron. Are they all the same make? 

Mr. BavGuman. No, we buy different types. Usually it is a Ford, 
Plymouth, Chevrolet, or Pontiac. 

Senator Kitcore. What is the average cost? 


AVERAGE COST OF AUTOMOBILE 


Mr. Baveuman. $1,400. That is the limit which we can expend in 
the purchase of an automobile. 

Senator Kitcorr. Does that include the trade-in value of the old 
car? 

Mr. Baucuman. No, that is the cost when we buy them outright. 

But in this instance, we are estimating we will receive $400 for each 
of our old cars, for each car we trade in, and it will cost us approxi- 
mately $1,000 for each new car. 

Senator Kirgore. Now, for instance, if you should get the addi- 
tional agents you have asked for, what number of cars could be used? 

Mr. BaucuMman. We are not asking for any additional cars for the 
new agents. We will just have to make the best of what we have. 








TREASURY AND POST OFFICE APPROPRIATIONS, 1952 417 

In distributing these cars throughout the country in some of our 

smaller offices, where we only have one or two men, or let us say two 

or three, it its almost a necessity that they each have a car, because 

of the territory they have to travel. But in some of the larger cities, 

that is where we cut down on the number of cars per agent, because 
they can use other means of transportation. 


AMOUNT REQUESTED FOR PURCHASRg OF EVIDENCE 


Senator Kitcorr. Are there any questions along that line? 

Now, the question of the purchase of evidence, such as that as to 
the counterfeit money and that sort of thing: How much money did 
you estimate was necessary for the next fiscal year? 

Mr. Baucuman. We are asking for $15,000 for this year, an in- 
crease of $5,000 over the previous year. Like many other things, 
today, even to buy information, the price has gone up. Last year 
we were handicapped in a number of instances, where we just could 
not pay an informant. We would have to tell him, “We just do not 
have the money to pay you.” We tried to economize as much as 
possible, but we did go slightly over the $10,000 figure. 

Senator Kitcorr. How do you use this money? Do you buy from 
counterfeiters? Or do you have to pay someone to give up a counter- 
feit bill they have in their possession in order to get hold of it? 

Mr. Bavcuman. No, we do not pay for counterfeit bills just to get 
possession of a bill from an innocent person, because the law stat 
that they must be surrendered to the ‘Treasury Department. 

Senator Kitcorr. That is what I thought. 

Mr. BavGuMan. But we do use that money to make a buy of 
counterfeit bills for use as evidence. If it is a small amount. we let it 
go. We just lose the money, so to speak. Other times it might be 
used in paying informants. And in such instances. though, we do not 
just hand out money to them. We tell them. “You produce, and after 
the case is successfully concluded we will then pay you.” There are 
other incidental matters where we would have to put out a few dollars. 

Senator Kitcorr. Your estimate this year, though, is $15,000. 
You think that would be adequate for that type of work for the next 
fiscal year? 

Mr. BauGuMan. I believe so. Considering the increase in counter- 
feiting, we really need that amount of money. 

Senator Kitcore. Of course, when you can buy from a pusher, then 
you really have a case. And money spent there is money well spent, 
because that makes you an airtight case, because that man can lead 
you back to the source. 

Mr. Baveuman. Yes. And as to those buys, it is usually our own 
agent that makes those buys. There is no question then as to the 
evidence being good evidence. 


es 


AVERAGE PRICE DEMANDED FOR COUNTERFEIT MONEY 


Senator Kingore. About what do they pay for counterfeit money? 
What percentage? 

Mr. Baucuman. It can run from $10 a hundred to, say, $40 a 
hundred. Sometimes it has been sold at $5 per hundred, sometimes 
$50. The average, I would say, is about $30 per hundred. 
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Senator Kitcore. The best counterfeits, though, are the ones you 
pay the highest prices to get hold of? : 

Mr. BauGuMan. That is very true, sir. In some cases, we will 
make buys from a person and arrest him at the same time and recover 
that money, therefore, the Government does not lose that money. 


COUNTERFEIT MONEY FROM ABROAD 


Senator Kircore. Do you have any question of counterfeit money 
coming in from abroad? ; 

Mr. Bauauman. We last year received out of that $1,200,000, 
approximately $250,000 from abroad. 

Senator Kircore. Where, principally, did that come from? 

Mr. Bavucunan. Principally from Europe and the China area. 
But the majority came from Europe. 

Senator Kitcore. Those were counterfeits that were made over 
there and got into circulation when they came into this country? 

Mr. Bauguman. That is right. Usually they are brought in by 
refugees, who buy that type of money in the black market, or some 
seamen. The first case we had was just a couple of months ago, where 
a sailor was prosecuted for buying counterfeit money over there and 
bringing it back, knowing it was counterfeit. Normally, you might 
say they are innocent persons as far as the counterfeit bills are con- 
cerned. And in a few instances, here, you might have some of our 
seamen to take some of our own counterfeit bills over there to try to 
dispose of them. But the figure I mentioned before was money made 
abroad. 

Senator Ecron. Is there any coordination between your Depart- 
ment and the other governmental departments in investigating various 
types of crime and narcotics and all those things? 

Mr. BauGcuman. I believe that we have the best cooperation from 
all Government agencies, and we reciprocate likewise. And I say 
that sincerely. We are receiving the finest cooperation from the 
FBI, from Narcotics, and from the other Treasury agencies. 

Senator Ecron. It seems to me that these people that are engaged in 
illicit trade in narcotics are maybe doing other things against the 
Government, and may be tied up with a bunch of counterfeiters, too. 

Mr. Baucuman. That is very true. We have had cases where they 
will try and buy marijuana with counterfeits, or where counterfeit 
money is secured from drug peddlers. There has been an indication 
recently, particularly in one of our larger cities, that some of these 
stolen checks, forged checks, have been stolen by addicts to obtain 
the money. But any information we receive pertaining to narcotics 
or customs violations is immediately given to them, and they do 
likewise. 

Senator Kitcorsr. Under present conditions, is it not much easier to 
pass counterfeit money abroad, if it is good money, than it was in 
the past? 

Mr. Bavucuman. No, sir. It is not so easy to pass it abroad, 
because they are not permitted to have the American dollar over there. 
The way they pass it abroad is through some illicit or black market 
activity. 

Senator Kitgore. That is what I mean. 








— ae =. 


jL= 


D 





TREASURY AND POST OFFICE APPROPRIATIONS, 1952 419 


Mr. BaueuMan. And then they pass them in quantities. A lot 
of these refugees will go to the black market and buy $1,000 or $2,000 
worth of American dollars and then, of course, when they come in here, 
they deposit it in the bank, and it is detected. 

Senator Kincore. I often wondered what happened to that black 
market money. Because they cannot use it in their banking system, 
because the rate of exc hange is fixed by the Bank of France, for 
instance. They cannot use it in the bank there. 

Mr. BauGcuMan. And they cannot pass our counterfeit bills like 
they can in this country. Here a person can go from store to store. 
They cannot do that over there. There has to be some scheme. 
Of course, abroad it is not only the counterfeiting of the American 
dollar but also French, Belgian, and Germany money. 

Senator KriGore. I want this for the record. If you cannot supply 
it now, you can furnish it. 


ESTIMATED COST OF EACH NEW AGENT 


What is the estimated cost per new agent for 1952, including 
expenses, all overhead, and everything else, and salary? 

Mr. Bavcuman. We hire a new agent at what we call grade 7, at 
$3,800 per year. That is his annual salary. And we estimate that his 
annual traveling expenses are an average of $800 per year. Actually, 
that salary is $3,825. That is a total of $4,625 per year. 

Senator Kincorr. That would be the total cost of each one of the 
additional men you want to hire? 

Mr. BauGcuMan. Of the new agents. 

Senator Kitcore. Of the new agents, for the coming, fiscal year? 

Mr. BauGuMan. Yes. 

Mr. Taytor. Sir, could I add that there is 1 day’s extra pay in 
fiscal year 1952, which would require approximately $15 per man more. 
The average amount would be about $4,640, including that one extra 
day’s pay, plus the travel. 

Mr. Bauauman. In other words, the total cost of those 25 agents 
plus the 1 day amounts to $95,993 ‘plus $20,000 necessary for travel. 

Senator Ecron. Is the turn-over in the personnel very great? 

Mr. BauguMan. No; we have very little turn-over in the Secret 
Service. 

Senator Ecron. When they make application and are accepted, 
they usually remain? 

Mr. BaucuMan. They do. There are very few that resign. It is 
usually as result of retirement, or when we have to lay them off. 

Senator Kirgore. Do you have any anticipated unobligated funds 
for the current fiscal year as of June 30? 

Mr. BaucuMan. I think we will be able to come out all right for 
this vear. 

Senator Kitcore. But do you think you will have anything left out 
of the current budget—any savings? Will you have any unobligated 
funds as of June 30 out of your current budget? I am not talking 
about your future budget, but your current budget. 

Mr. BaucuMan. Yes; we will. We believe we will be able to save 
some money this year. We have had about 10 vacancies for the past 
few months, due to a slight lag in the recruitment of the additional 
agents allowed in the latter part of the current fiscal year 
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Senator Kincore. Could you give us your best estimate for the 
record? 

Mr. Tayztor. Due to lag in recruitment, we have already declared 
ourselves for $20,000 savings in salaries and expenses of Secret Service, 
and we have submitted a form 2, setting up a reserve for that amount. 
That is due to the lag in recruitment of these new people that we 
asked for. 

I have the average cost of agents that we are requesting for the 
fiscal year 1952. That is $4,640, which includes $800 for travel. 

Senator Kircorre. How much is included in the budget for the 
Office of Coordinator? 

Mr. BavauMan. That is $11,200, I think, in round figures. 

Mr. Taytor. $11,400. 

Senator Kitcore. Colonel, why is it that this is not included in the 
Administrative Office of the Secretary? 

Mr. Jounson. It is a practice that has grown up, of charging the 
salary of the coordinator to the particular bureau from which he is 
assigned. For instance, if the coordinator were from Secret Service, 
he would be paid off the Secret Service rolls. If he were from Nar- 
cotics, he would be paid from the Narcotics rolls. 

Frequently those who have acted in that position have returned to 
their prior position in the Bureau, and therefore the funds are neces- 
sary to continue that position. 

Senator Kirgore. Is there anything else, Senator Ecton? 

Senator Ecron. No, Mr. Chairman. 

Senator Kitgore. Then we will recess until 3:00 p. m. 


AFTERNOON SESSION 
BUREAU OF THE MINT 


STATEMENTS OF NELLIE TAYLOE ROSS, DIRECTOR OF THE MINT; 
LELAND HOWARD, ASSISTANT DIRECTOR OF THE MINT; AND 
TIMOTHY E. RUSSELL, CHIEF ACCOUNTANT 


JUSTIFICATION 


Senator Kitgore. We have with us this afternoon Mrs. Ross and 
her assistants from the Bureau of the Mint. 

Before the committee hears from’you, Mrs. Ross, I think it would be 
proper to insert in the record the justification data filed in support of 
your 1952 appropriation estimate of $5,190,000. The House recom- 
mended $4,300,000, or a reduction from the estimate of $890,000, 
$690,000 by the committee and $200,000 by floor amendment. 

(The justification follows:) 
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Standard classification schedule 


Increase Decrease 


| Amount z : 
ae . 7 : (+), 1952 | (—), bill 
Standard classification a , oon steer estimate | compared 
r — oe ieeaed compared | with esti- 
: with 1951 | mate 
Personal services 
Departmental. $236, 402 $237, 402 $237, 402 +$1, 000 
Field 3, 016, 088 4, 146, 598 3,370, 798 (+1, 130, 510 — $775, 800 
Wage board increase for per-hour em- 
ployees 100, 000 100, 000 +-100, 000 
Travel 30, 000 30, 000 30, 000 
Transportation of things 9, 500 9, 500 9, 500 
Communication services 15, 000 15, 000 15, 000 
Rents and utility services 184, 750 220, 600 194, 600 +35, 850 — 26, 000 
Printing and reproduction 10, 500 10, 500 10, 500 
Other contractual services 16, 700 24, 700 18, 800 +8, O00 5, 900 
Supplies and materials ’ | 186, 860 301, 500 219, 200 +114, 640 —82, 300 
Equipment 90, 000 90, 000 90, 000 
Refunds, awards, and indemnities 4, 200 4, 200 4, 200 
Total appropriation or estimate 1 3, 800, 000 | 2 5, 190, 000 4,300,000 +1, 390, 000 —890, 000 


1 Excludes $330,000 supplemental pending for 1951. 
? Includes $1,200,000 supplemental requested in H. Doc. 66, 
3 House committee recommended $4,500,000. 


BUREAU OF THE MINT 
SALARIES AND EXPENSES 


(Estimate 1952, $5,190,000; 1951 aet, $3,800,000 plus $130,000 in third 
supplemental) 


(House hearings, p. 308, and p. 1 of additional hearings) 
(Bill, p. 9, line 6) 
AMENDMENT REQUESTED 
Page 10, line 3, strike out ‘‘$4,300,000” and insert in lieu thereof ‘$5,190,000’. 


HOUSE ACTION 


The bill (H. R. 3282) appropriates $4,300,000 for 1952, which is $890,000 less 
than the amount requested. 

The subcommittee of the House recommended $4,500,000, a reduction of 
$690,000, and the report contains the following comments: 

“The original 1952 estimate for the Bureau of the Mint which was contained 
in the budget was $3,990,000, and hearings were held by the subeommittee on 
this Bureau’s requests for this amount on February 19, 1951, at which time the 
subcommittee was surprised to learn that the estimate of $3,990,000 was con- 
sidered inadequate and that a request for an additional sum of $1,200,000 was 
‘on the way.’ The hearings also disclosed that the increased demand for coins 
which justified this additional request had been growing constantly since June 
1950 and had been a matter of concern to the Bureau for several months. 

“House Document No. 66 includes a supplemental request for the Bureau of 
the Mint in the amount of $1,200,000, and hearings on this supplemental 1952 
request were held by the subcommittee on March 7, 1951. 

“The committee has made a reduction of $690,000 in the budget estimates for 
this Bureau, and is recommending that $4,500,000 be appropriated in 1952. 
This is an increase of $700,000 over the amount appropriated in 1951 and, since 
$100,000 additional will be required for wage increases already authorized and 
over which the Bureau has no control, $600,000 of the increase will be available 
for the production of approximately 350 million more coins. 

“During the first 6 months of the fiscal year 1951 approximately 1,048,000,000 
coins were delivered, which is over twice as many as were delivered during the 
entire fiscal year 1950. 

“In view of this enormously increasing demand, the committee feels that 
every effort should be made to appeal to the public to put coins back into circula- 
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tion, and accordingly it is suggested that the Director of the Mint publicize the 
need for coins, in a manner similar to that which was done so effectively by the 
Director during the war. In this way savings will be made in the annual appro- 
priations for the Bureau as well as in critical materials which are badly needed 
for national defense. 

“Testimony during the hearings brought out the fact that the Federal Reserve 
Bank of New York sent out a circular to its member banks last year requesting 
them to urge their depositors to put their coins back in circulation and as a result 
over $750,000 in coins reappeared. The success of the New York Federal Reserve 
Bank’s campaign certainly recommends that similar action be taken by all of the 
Federal Reserve banks as soon as possible and the committee requests that the 
Director of the Mint take the leadership in such a program. 

“The committee is concerned over the ‘hiring and firing’ of employees by the 
Bureau of the Mint as the demand for coins rises and falls. This certainly does 
not contribute anything to the morale of the employees in the several mints. 
The committee believes that some utilization of the facilities of outside firms 
during periods’ of peak demand might result in more stable employment con- 
ditions in all of the mints. Therefore, it is requested that the Director of the 
Mint investigate the possibilities of such arrangements and report back with her 
recommendations and findings at the hearings next year.”’ 


JUSTIFICATION 


The mint requested $5,190,000 to carry out its functions in the fiscal year 1952. 
Of this amount $3,145,600 was for coinage and the remainder, $2,044,400, was 
to carry out the functions of receiving deposits of gold and silver which are 
required by law to be accepted by the mint; the processing and refining of such 
deposits; and the protection of the store of values amounting to 26 billion dollars 
which is in the mint’s custody. The functions other than coinage do not vary 
greatly from year to year and, therefore, the funds for these remain fairly constant. 

The request for funds for coinage must, of necessity, vary from year to year 
insofar as the demand for coins changes from year to year. In 1945 the mint 
reached a peak in coin deliveries amounting to 2,600,000,000 coins. This demand 
decreased in subsequent years until it reached the low ebb of slightly less than 
500,000,000 coins in the fiseal year 1950. The mint reduced its coinage personnel 
and geared its coinage activities to the reduced demand for coins. It should be 
noted that the mint’s personnel was reduced from a peak of approximately 4,000 
employees in 1945 to less than 1,000 employees in 1950. In the fiscal year 1950 
the mind reduced its personnel 25 percent. Mint operations are not at present 
geared to large-scale production. 

With the development of the Korean situation and the scare buying that 
followed, the demand for coins increased enormously. In the first 6 months of 
the fiscal year 1951 the mint sent to the banking system 1,050,000,000 coins, or 
more than twice the number delivered in the whole fiscal year 1950. This enor- 
mous delivery of coins was made possible largely by using all reserve inventories, 
including an inventory of finished coins amounting to 416,000,000 pieces at the 
beginning of the year. 

The mint entered the second half of the fiscal year 1951 with practically no 
inventories of finished coins or work in process. The first 3 months of each 
calendar year is normally a period when coins come back to the banks and the 
mint is not required to make deliveries. However, the demand in January and 
February of the present calendar year was exceedinzly high; higher, in fact, 
than it has been in the past 5 years. Consequently, a request has been submitted 
to Congress for a supplemental appropriation for 1951, amounting to $330,000, of 
which $282,700 is for coinage (the balance being for wage-board increases for 
per diem employees) and, if it is granted, the mint will enter the fiscal year 1952 
with a small inventory estimated to be less than 100,000,000 coins. 


EFFECT OF HOUSE REDUCTION 


The defense program now under way has not reached the full spending stage 
and, taking the experience of the World War II period, it is believed that when it 
does the demand for coin will continue at a very high rate. It is estimated that 
the mint can produce 1,750,000,000 coins if the full amount requested for 1952 is 
granted. If the reduction of $890,000 recommended by the House Appropriations 
Committee is sustained, the mint’s coin production will be cut to 1,250,000,000 
pieces. It is believed that, on the basis of present conditions and those fore- 
seeable in the future, the latter number of coins will not be sufficient to meet the 
needs of the country in 1952. It is, therefore, requested that the Senate restore 
the amount eliminated by the House. 
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Referring to that part of the House Appropriations Committee report that a 
campaign for the return of coins to circulation be undertaken, it is pointed out 
that such a campaign has, in fact, already been started. In mid-January of this 
year the Federal Reserve Bank of New York made an appeal to all of the banks in 
that district for return of pennies but the Treasury has been advised by a letter 
dated March 13, 1951, from the bank that‘' * * * publicity aimed at bring- 
ing pennies out of home savings has failed to produce appreciable results. Re- 
ceipts of circulated coin from banks in our territory are insufficient to fill orders 
with the result that a working reserve is maintained only because of the continuing 
flow of new pennies from the mint.’”” The Director of the Mint is continuing the 
campaign to return coins to circulation but it is considered that the results in the 
other Federal Reserve bank districts will be about the same as in the New York 


‘district. 
Analysis of appropriation base for fiscal year 1952 
Regular appropriation, 1951 act_____~_- Seth ta ne oo cle Sa un cl nga 
Supplemental appropriation for 1951__-- ~~~ - Nea ap ta a ee 330, 000 
Total appropriation, 1951__ eet te eee Ronan tees a : 4, 130, 000 
Reductions: Manufacture of coins (domestic) -_ - _ —$6, 072 
Additions: 
Excess inventory reduction, 1951 over 1952_- 80, 000 
To provide full year basis for pay increases, effective 
only part of fiscal year 1951 (wage board) --_--__-_-- 52, 700 
Adjustment in base (net)___.--..------ eee ee ae ee cae 126, 628 
Speropmesion pase tor los... -...-.......--.-...... ine er ana 4, 256, 628 
Anpropriation:estimate for 1952... ..........----.-..-......._.,.. 5, 100, 000 
Increase over appropriation base for 1952___.__..-___.-__-- 933, 372 
Increase from total appropriation, 1951_.......-....--...-.------ 1, 060, 000 


Comparison of appropriation base with appropriation estimate for 1952 





| 
Appropriation esti- | 


Appropriation base 


for 1952 mate for 1952 Increase 
Activity | Aver- Aver- | | Aver- 
| age } age | } age | 
| posi- Amount | posi- Amount posi- | Amount 
| tions | tions | tions 
seicaitithigiipaasloorets reenter rte nt reheat arin a hn is ‘ 
1. Manufacture of coins (domestic) - .- ___-| 420 | $2, 270, 328 748 | $3, 145, 600 328 $875, 272 
2. Processing deposits and issues of mone- | | | 
taryemetals and coins. .............-. | 179 | 800, 000 | 179 | 803, 000 | 0 | 3, 000 
3. Protection of monetary metals and | | | | | 
Gots Bhat ale ee ae uk 174 | 755, 000 | 174 | 758, 000 | 0 | 3, 000 
4. Refining gold and silver bullion____._- | 67 | 316, 300 | 82 | 368, 000 | 15 | 51, 700 
5. Executive direction. ...............-..- 12 | 115, 000 12 115, 400 0} 400 
, SPPOreeerrOMINNIND. . J... cnn ~ccewencas 0| 100,000 0 — 100, 000 | 0 0 
7. Pay increase for per-hour employees | | | | | 
NS i ices dccninediguctc a veogbess 0} — 100,000 | 0! — 100,000 | 0 0 
Increase over appropriation base - 852 | 4,256,628 | 1,195 | 5, 190, 000 343 | 933, 372 
Adjustment in base (net). ............... 0 — 126, 628 | 0} 0 | 0 126, 628 
Total, appropriation 1951, and ap- | | 
propriation estimate for 1952. ____- | 852 4,130,000 | 1,195 5, 190, 000 | 343 | = 1, 060, 000 


GENERAL STATEMENT 


This appropriation finances the manufacture of coins; the receipt of deposits 
of gold and silver bullion; the safeguarding of the Government’s holdings of 
monetary metals, including coins in processing stages until finished and issued; 
and the refining of gold and silver bullion. Coinage mints are located at Phila- 
delphia, San Francisco, and Denver; and assay offices are at New York and 
Seattle. A gold bullion depository is located at Fort Knox and a silver bullion 
depository, which operates as an adjunct to the New York assay office, is located 
at West Point. 

The Mint’s budget is presented on an accrued cost basis, reconciled in total 
with obligations, since this is the only method by which the true cost of the 
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manufacturing type operations in the Mint can be disclosed. Under the accrual 
accounting system used by the Mint costs are applied on the basis of actual use 
of resources for the various activities and full consideration is given to changes 
in stores and work-in-process inventories. Mint revenues are deposited into the 
general fund of the Treasury and an appropriation is requested annually for 
operating expenses. 

LANGUAGE CHANGES 


A change in the language of this appropriation is requested in order to permit 
the replacement of a station wagon used for transporting guards between Eliza- 
bethtown, Ky., and the gold bullion depository at Fort Knox, Ky. Elizabeth- 
town, Ky., is the nearest point at which living accommodations are available. 

The Administrative Expenses Act of 1946, as amended by Public Law 830, 
dated September 23, 1950, repealed those provisions of law which required that 
expenditures for printing and binding and for employment of personal services 
at the seat of government be charged to appropriations made specifically and 
solely for that purpose. Section 3526 of the Revised Statutes, as amended by 
Public Law 509, dated May 10, 1950, provided that the gain arising from the 
coinage of silver bullion should bear the cost of wastage incurred in such coinage. 
Accordingly, the language of the 1952 appropriation act is changed to give effect 
to these provisions of law. 


EXPLANATION OF ESTIMATES BY ACTIVITIES 
1. Manufacture of coins (domestic) (increase, $875,272) 

This activity covers production of domestic coins required for the country’s 
business transactions. Coins are ordered from the mints by the Federal Reserve 
banks and branches in quantities required for distribution to the public; there- 
fore, the volume of the coinage program is determined by the public demand for 
coins. 

During the fiscal vear 1950, domestic coinage amounted to 497,271,759 pieces 
with a total cost of $1,417,179. Funds available during the fiscal year 1951 for 
the coinage program, $2,276,400, will permit production of approximately 1,285,- 
000,000 coins. This includes $282,700 for 185,000,000 coins contained in a sup- 
plementai appropriation request for 1951. 


Coinage program for the fiscal years 1951 and 1952 


Pieces 
Inventory beginning fiscal year 1951 416, 000, 000 
Estimated production during the fiscal vear 1951 (assuming sup- 
plemental appropriation for $330,000 is granted) _ 1, 285, 000, 000 


Estimated production during the fiscal year 1952 with funds in- 
cluded in this budget____.-_._-- D quia arhaslen so Cc’ a acdeinalania aS haca is a 


Total coins available for delivery during the fiscal years 








1951 and 1952 te . 3, 451, 000, 000 
Estimated average deliveries during the fiscal years 1951 and 1952, 

1,650,000,000 per year, or__...__..------ ie eine eee 3, 300, 000, 000 

Estimated inventory close of fiscal year 1952__________. 151, 000, 000 


Comparison of actual deliveries of coins during the fiscal years 1941 to 1951 


Number of 
pieces delivered 


1951 (first 6 months only) ! Sidetos ‘ wont J) 048,146,649 
MOR a , ; cle, sl , wim ce 494, 963, 417 
1949___- eee aa ele __.... 995, 769, 000 
1948 ; : _.. 1, 094, 941, 000 
1947 1, 390, 354, 000 
1946 2, 106, 859, 000 
1945 2, 589, 259, 000 
1944 2, 309, 032, 000 
1943 1, 773, 663, 000 
1942 1, 664, 027, 000 
1044: S: . Es : ..-. 1, 547, 122, 000 


1 Deliveries in 1951 and 1952 estimated at 1,650,000,000 annually, 





Net ee Nee eee ee 
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Coinage activity at the United States mints, fiscal year 1950 


[Pieces] 
ciaecdniatds = 
Balance on | Coins pro- Coins de- 
hand, July | duced fiscal | livered fiscal 
1, 1949 | year 1950 | year 1950 





Balance on 
hand, June 
30, 1950 


} 
| 
| 
| 


| Balance on 
| hand, Mar, 
| 31, 1951 





NE oc ccimnurontiicbton Mekens | 282, 687,780 | 365,655,416 | 343,214,932 | 305, 128, 264 
5-cent ; aadeesd _...--| 47,872,558 | 70,976,554 | 44,178, 226 74, 670, 886 |__. 
Weare e300 Lc.: _....----| $4,283,397 | 28,582,573 | 65,784,522 | 17, 081, 448 | 
25-cent....-.-. Lic aeesee | ay Ce 15, 938,994 | 31, 210, 850 | 6, 491, 628 
50-cent...-..- Si inesifa cede oy | 7,257,741 | 16,118,222 | 10,574,887 | 12,801, 076 | 
S eteeerepanerey sc neeeil nape poe = lows a eget eniinataie 9 — = = oun 
OU a acoses Sane eeeaioe | 413,864,960 | 497,271,759 | 494,963,417 | 416, 173, 302 108, 287, 859 
| | 
Coinage production, unit costs (domestic coinage) 
Cost per thousand pieces 
Denomination eee _ 
1950 1951 1952 
ED oad wadseoakn anni s beeen nede dete asuon Se hee ace | $1.95 $1. 32 
5-cent Saibaba i 4. 21 3. 37 
10-cent____- - ; ‘ ‘ 4 Bd a 3. 25 2. 33 
25-cent ‘ ; ‘ 7. 58 5. 40 
50-cent.___ ao, ii ; ; aanaa ada 11. 86 8. 70 





2. Processing deposits and issues of monetary metals and coins (increase, $3,000) 


The cost of this function during the fiscal vear 1950 was $902,354; the cost in 
1951 is estimated at $800,000, the decrease of $102,000 as compared with 1950 
being due to the discontinuance of a special dollar review project and the diversion 
of workers, to the extent possible, to coinage activities. This activity includes 
costs relating to the receipt of deposits of gold and silver bullion; disbursement 
of gold bars for industrial, professional and artistic use, and other purposes; 
moving, shipping, and storing bullion; receipt and recoinage of uncurrent coins; 
and investigations ne¢essary in connection with enforcement of the provisions of 
the Gold Reserve Act of 1934 and the acts relating to the purchase of newly mined 
domestic silver. 


Selected statistics regarding deposit activity 





see | Fiscal year 1950 | Fiscal year 1951 | Fiscal year 1952 
Yes | Fiscal year 1 Seal year l¥ol | Fiscal year lyoz 
Description (actual) | (estimate) | (estimate) 
! 


Number of deposit transactions 


| 
10, 600 


10, 589 10, 600 

Silver receipts. .-..-- Se atalhin .......fine ounces. _| 40, 888, OR6 40, 900, 000 40, 900, 000 

Gold receipts ‘ caeged ; ‘ ... value $484, 747, 261 $485, 000, 000 | $485, 000, 000 

Gold disbursements wineqta do $720, 280, 002 $720, 000, 000 $720, 000, 000 
Sales of gold bars for industrial, professional, and artistic | 

oe TR ES BER a ne RS ee value_. $82, 724, O86 $83, 000, 000 $83, 000, 000 

Uncurrent coins received and melted_--_.-..--- pieces 58, 580, 118 58, 600, 000 58, 600, 000 


8. Protection of monetary metals and coins (increase, $3,000) 


The cost of the protection function during the fiscal year 1950 amounted to 
$783,215; during the fiseal vear 1951 the cost is estimated at $755,000, the decrease 
between the 2 vears being due largely to diversion of workers to the coinage 
activity to the extent possible, 

Protection of the Government’s holdings of gold and silver bullion and coin, 
amounting to approximately $26 billion, and located at seven different mint 
institutions, must be maintained 24 hours per day for every day in the year. The 
protection cost includes salaries of guards, purchase and maintenance of mechan- 
ical protective devices, uniforms, and ammunition. At the Fort Knox and West 
Point bullion depositories the major cost is charged to protection. 


Refining gold and silver bullion (increase, $51,700) 


During the fiscal year 1950 the cost of this activity amounted to $409,141; 
the cost in 1951 is estimated at $316,300. The lower cost in 1951 is due to di- 
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version of part of the refining activity costs to coinage in order to assist in meeting 
the high demand for coins. 

Production of the mint refineries during the fiscal year 1950 amounted to 
5,335,261 fine ounces of gold and 2,328,105 fine ounces of silver. The major 
portion of that production resulted from electrolytic operations at the San Fran- 
cisco and Denver Mints; the balance was from fire process operations at the New 
York assay office, where the electrolytic cells have been inactive awaiting necessary 
repairs to the Cottrell system. 

The inerease of the 1952 budget estimate, over base, is to restore the refining 
work to about the same level as during 1950 when, however, this activity was not 
operated at capacity because the New York cells were shut down, While this 
activity will be operated on a further reduced basis during the fiscal year 1951, due 
to closing the Denver refinery in order to provide additional resources for coinage 
it is considered that the refining work should again be resumed in 1952 on the 
basis of having two of the three refineries in operation. 


Stocks of unrefined bullion at the close of fiscal years 1948, 1949, and 1950 








| Gold, fine Silver, fine Total, fine 








Fiscal year | ounces | ounces | ounces | Total, tons 
! 
1948_____ - RE LE EYRE RCP ; -| 29, 030, 802 14, 341, 019 | 43, 371, 821 | 1, 487 
I a ee ae -| 28, 917, 982 | 16,048,049 | 44, 966, 031 | 1, 542 
I ee ee te ee eee ---------| 27,806, 905 14, 864, 939 | 42, 671, 844 1, 463 


5. Executive direction (increase, $400) 


This function cost $102,742 in 1950 and it is expected that the 1951 cost will 
be $115,000, the increase being due to changes in the salary rates of the top 
executive and assistant, in the various mint offices. The increase in the 1952 
budget estimates, over base, is due to an extra day’s pay in 1952. 

Inventory change.—The manufacturing type operations conducted in the mints 
make necessary the employment of accrual accounting in order to correctly 
reflect the actual cost to the Government of performing the various activities 
for which the mint has responsibility under existing statutes. Since the mint’s 
accounting system is on an accrual, or cost, basis the mint’s budget is also pre- 
sented on the same basis, reconciled in total with obligations. The reconciling 
inventory changes of plus $215,492 during the fiscal year 1950, minus $180,000 
in 1951, and minus $100,000 in 1952 are due to changes in such items as work 
in process, stores, accrued annual leave, etc. 

Pay increases for unclassified employees.—The cost of wage board increases for 
unclassified employees, on the basis of detailed surveys completed in each of 
the regions in which mint institutions are located, will amount to $100,000 for 
the fiscal year 1952. The average hourly increase amounts to 5 cents at Denver, 
6 cents at San Francisco, 3 cents at Seattle, 8.7 cents at New York, and 14.6 
cents at Philadelphia. 


Cost of wage board increases for per hour employees, fiscal year 1952 


Number of | Daily in- Daily cost 1952 cost 











Location | employees | crease per for all of the 
affected employee employees increase 
a = | | 
| | 

Rhine Tae 2) he le ed er ED ee 154 $0. 40 | $62. 00 $16, 120 
a OIOND Soon scapcsase ; 108 | . 48 52. 16 13, 562 
Seattle.__..__- sFihig Dbeaigtteive sovaraatbesk ie nae 3 .24 .72 187 
New York__- LBA sh cSeebnncnhecinpshide beached 72 .70 50. 00 13, 000 
I a oh a cried ies arnt chon Sra 211 1.17 244. 80 63, 631 
ERA 3 ie Se ee ears ee: 106, 500 
Less: Amount necessary to round total estimate_-._...............--.... hala oan ke —6, 500 


Asmonnt iloded for ware intremecs =... . ..... << nonce dec cccknducocdacces 100, 000 
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Senator Kiicore. | understand you are requesting an amendment 
to restore the full reduction. 

Mrs. Ross. I would like you to have the background of our story. 

The Mint, I remind you, embraces seven field institutions: coinage 
mints at Philadelphia, Denver, and San Francisco; assay offices at 
New York and Seattle; and bullion depositories at Fort Knox and 
West Point. All of these are administered from the Office of the 
Director of the Mint in Washington. 

The word “mint” suggests to most people, I think, coinage. They 
think of that as the major function of the Mint. Of course, it is a 
major function. But I want to remind you that there are other func- 
tions required of the Mint by statute that are equally compelling and 
must be performed. 

The Mint must receive all gold and silver offered for deposit which 
meets Government requirements. It must process the metal, melt, 
assay, and refine it, and place it in storage. It must keep the precious 
metals under protection 24 hours a day, 365 days a year. 


HEAVY DEMANDS FOR COINAGE 


The larger part of the funds here requested for 1952 will be applied 
to coinage operations, the demand for coin at this time being extra- 
ordinarily heavy. It is always difficult to forecast coinage require- 
ments a year or more ahead. 

Senator Krugore. Let me ask you a question at that piont. How 
much metallic coinage has to be replaced every year, and old coinage 
retired? 

Mrs. Ross. You mean how much comes in for recoinage—for 
melting and recoinage? 

Senator Kitgore. Yes. : 

Mrs. Ross. We can furnish an estimate for the record. 

Senator Kitcore. The total number of coins, and by denomina- 
tions. 

Mr. Howarp. Senator, that will vary depending upon the demand 
for coins. 

Senator Kitcorn. Well, shall we say, for the fiscal year 1950, and 
for so much of 1951 up until April 1. Give us an idea of how much 
actual coinage of metal coins has to be made per year. 

(The information follows:) 
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Domestic coins, including assay pieces, withdrawn from monetary use during the fiscal 


year 1950 


From Treasury 
and Federal 
Reserve banks 


Denomination 


Gold Face value 
Double eagles $116, 600. 00 
Eagles L } 18, 610. 00 
Half eagles 15, 260. 00 
$3 pieces 15.00 | 
Quarter eagles baa : 2, 040. 00 | 


St reo. oe. - wa 36. 00 | 


Total gold _. a aiael se ae 152, 561. 00 


Total value gold at $20.67 +-per ounce 


Silver: 
Trade dollars 
Standard dollars 273, 501. 00 
Half dollars 969, 863. 50 
Quarter dollars 1, 044, 437. 00 
20-cent pieces RO | 
Dimes 750, 584. 20 
Half-dimes 27.30 
3-cent pieces. 26. 31 
Total silver . 3, 038, 440. 11 
Nickel 
8-cent pieces 211, 799. 08 
3-cent piece 18, 90 
l-cent pieces 8. 7 
lotal nickel 211, 826. 66 
Bronze: 
2-cent pieces . 9. OS 
l-cent pieces 52, 506. 02 
Total bronze_._...-- : és 152, 515. 10 
Copper 
l-cent pieces 14, 13 
L6-cent pieces 1, 23 
Total copper 15. 36 


42, 275. 10 
291, 274. 39 


Copper-silver-manganese: 5-cent pieces 
Zinc-coated steel: l-cent pieces 


Total minor 697, 906. 61° 


Grand total 3, 888, 907. 72 


SUMMARY 


Metal obtained from melting the above 
Gold 
Silver 
Uncurrent silver dollars 
All other silver coin 
Cupro-nickel 
Bronze, copper, and copper-zine 
Copper-silver-manganese alloy (not recoined) 
Zinc-coated steel (not recoined) 


Monetary value of metal obtained: 
Gold (at $35 per fine ounce 
Silver (at $1.38+ per fine ounce 
Uncurrent silver dollars 
All other silver coin 
Cupro-nickel 
Bronze, copper, and copper-zine 
Gain by recoinage: Uncurrent silver dollars (net) 
Total 
Loss by recoinage 
Silver (except uncurrent silver dollars) 
Cupro-nickel 
Bronze, copper, and copper-zine 
Total 


Purchased | 





Face value 
$118, 880. 00 
20, 400. 00 
15, 880. 00 


Face value 
$2, 280. 00 | 
1, 790. 00 | 
620. 00 | 


6.00 21. 00 
65. 00 | 2, 105. 00 
9. 00 


45. 00 


4, 770. 00 | 157, 331. 00 


156, 874. 63 


2. 00 2.00 
1, 122. 00 | 274, 623. 00 
2, 126. 50 971, 999. 00 
2, 176. 00 1, 046, 613. 00 
| .80 
2, 200. 00 | 752, 784. 20 
.10 27. 40 
.03 | 26. 34 

7, 626. 63 ) 


3, 046, 066. 74 


20. 24 211, 819. 27 
18. 90 
305. 31 314. 04 


325. 55 | 212, 152. 21 
27. 71 


27. 71 


15. 36 
42, 275. 10 
, 274. 39 


353. 26 698, 259. 87 


12, 749, 89 3, 901, 657. 61 


Weights 
7, 588. 810 


fine ounces 


do 205, 400. 24 

do 1, 865, 105. 64 

gross ounces 658, 248. 44 
do 1, 494, 130. 38 

do 134, 819. 27 

579, 947. 49 


do 2, 


Value 
$265, GOR, 25 


283, 947. 11 

2, 578, 338. 54 

204, 742. 91 

140, 413. 03 

10, 446. 10 

8, 483, 496. 04 
193, 105. 20 

7, 409. 30 

12, 145. 14 

_..| 212 650.64 





Note.—Coins withdrawn for the fiscal year 1951 not yet available. For data concerning production of 
coins see tabulations appearing later in these hearings. 
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Senator Kitcore. I do not know whether they are still doing it or 
not, but out in the West, 30 or 40 years ago a $20 gold piece was not 
worth $20. You had to weigh the thing. Do you still have that 
system? In other words, if I went to the bank to deposit some money 
in gold at that time, they weighed it. 

Mrs. Ross. Of course, you do not have any gold coin any more. 

Senator Kincorr. No, you do not have any gold coin; which has 
done away with that one feature. You do not have that. of course, on 
silver, copper, or nickel. You do not have that to deal with. But 
you do have a certain wear-out on coins. 

Mrs. Ross. That are sent back for recoinage; yes. 

Senator Krrcore. What about these infernal iron pennies that have 
caused me a lot of grief personally? 

Mrs. Ross. You mean those zinc-coated steel pennies that were so 
unpopular? Well, there is still a considerable number of them in 
circulation, but they are gradually coming back into the Mint, because 
of being unfit for circulation. They will never be recoined, because the 
Congress authorized their coinage only during World War II. 

We sell that material. We grind it up, you know, destroy the 
coin, and then sell the metal for what we can get. They will never be 
recoined. 

Senator Kitcore. You are replacing them with copper? 

Mrs. Ross. Yes. Shall | proceed? 

Senator Kitcore. Yes. 

Mrs. Ross. As I was saying, it is always difficult to forecast coinage 
requirements a year or more ahead, because the demand is gove ned 
largely by changing economic conditions. Last year, 1950, the 
demand for coin fell to the lowest point in a 10-year period, so low as 
to call for a cut of 25 percent of our field personnel, which was effected 
during the year. 


ESTIMATED COST OF ISSUING 745-CENT COIN 


Senator Kitcorr. Now, at that point, could I ask you a question? 
I have had a certain demand for it, due to taxes—State taxes. 

What would be the cost of issuing a 7!s-cent coin? 

Mrs. Ross. What would be the cost? Well, 1 think we could not 
tell you that offhand. It would require some reckoning. 

Senator Kitcorr. Could you insert that in the record? 

Mrs. Ross. Yes. 

(The information follows:) 


In undertaking to calculate the cost of producing a 7'4-cent coin, a number of 
factors would have to be taken into account that are not submitted to us—the 
size and shape of the coin, its metal content, and the volume of production (which 
would be governed by demand). Without such specifications, there is no basis 
at hand on which to make an estimate. 

The diameter of the coin would have to fit into the existing series. There is 
now so little difference in diameters, starting with the dime and progressing to 
the half-dollar, that another round coin could not, it appears, be fitted in between 
any two, and be distinguishable for its size. 

A coin larger than the half-dollar or one odd in shape would be more costly to 
produce than a small round coin. 

Color might be made a distinguishing factor. Color is determined by the 
alloy used. The coin, unless made of copper, would be light in color and lead 
to confusion with other denominations. We believe that a coin of new issue to 
be easily distinguishable would have to be made with a hole in the center or odd 
in shape. Either type does not lend itself to speedy mass production as a round 
coin does. It would therefore be more costly to produce. 
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We have submitted to your committee the cost of producing the coins now 
issued. I hope that it will serve as something of a guide to the probable approxi- 
mate cost of producing the proposed additional minor coin. 


QUESTION OF NEED FOR 7\%-CENT COIN 


Senator Kircore. The reason for that is, may I say, that soft- 
drink manufacturers, cigarette manufacturers, and various others, 
who deal through vending machines, you see, are in a sort of quan- 
dary. For instance, take the State in which I live, in which we have 
a 2-cent tax per bottle on soft drinks. Well, that either raises the 
price of the soft drink from a nickel to a dime or they have to abandon 
their vending machines. Now, may I say that I have received 22 
calls in the last 24 hours on that one point, based upon that local tax. 

You have other States in the same situation, on soft drinks, and the 
same on cigarettes. In the case of cigarettes, it is a little easier. 
What they do is insert pennies in the packs, and they have you drop 
20 cents or 25 cents in the slot machine, and you get your ¢ hange back 
in pennies attached to the pack. But it is very hard to attach pennies 
to a bottle of pop. 

Mrs. Ross. Most of the interest has been among the bottling 
people; has it not? 

Senator Kitcore. The bottling people. I am just wondering what 
would be the additional cost to the United States Government if we 
should issue such a coin. 

Mrs. Ross. We would be very glad to discuss that with you. 
Would you like to have me finish this general statement, and then say 
something on that subject? 

Senator Kitcore. Allright. Fine. 


COIN DEMAND INCREASED SINCE KOREAN WAR 


Mrs. Ross. We reduced our personnel, as I told you, 25 percent in 
the year 1950, because of the coin demand having ebbed, which en- 
abled us to turn back $1 million of our appropriation that vear. It 
was about a 20-perceni return. There was no indication at that time 
that there was going to be any reversal in the trend. About the time, 
however, of the outbreak in Korea, a drastic upswing started in coin 
demand that continued at increasing tempo, with the result that in the 
first 6 months of this fiscal year we sent into circulation 1,050,000,000 
coins, which was far more than we had estimated would be the full 
year’s requirements, and over twice as much as we sent out in the 
previous year. 

Senator Kitcorr. What was the major denomination of those 
coins? 

Mrs. Ross. Pennies predominantly. That was the greatest de- 
mand, And I wanted to bring to your attention that in the first 9 
months of this year, ending March 31, we sent out over three times as 
many coins as we had in the same per iod last year. 

Senator Kircore. Mrs. Ross, may I point out, at that point, that 
I think that that additional demand for particularly pennies was 
brought about by the very State taxes that have sprung up in the 
past year by State legislatures, where they have to take care of taxes 
in penny denominations. 

Mrs. Ross. That is a large factor, without doubt. 
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Senator Kitcore. So, it is not occasioned by a normal trade de- 
mand, but by what is, shall we say, the legalistic demand of the 
various States. 

Mrs. Ross. | think they both have been factors. I think the 
increase in trade has been important also. 

The only way, Mr. Chairman, that we have been able to meet this 
enormous demand was by using up all our reserve stocks of finished 
coins with which we had begun the year, and by using our backlog 
of ingots and blanks also, and by diverting to coinage operations, in 
all the mints, every worker we possibly could from other activities. 

We were fortunate in having, at the start of the year, an inventory 
in finished coins of 416 million pieces; also substantial reserves in 
ingots and blanks, all of which were absorbed in orders in the first 6 
months of the year. We ended the first six months with no stocks on 
hand. 


INCREASE IN DEMAND FOR COINS OVER 300 PERCENT FOR THIS FISCAL 
YEAR 


Ordinarily, there is a sharp decline in coin demand after Christmas; 
practically none are requisitioned by the banks for a period of 
monthsormore. This vear, however, an active demand has continued 
in the 3 months since Christmas. We have, in fact, sent out in Janu- 
ary, February, and March 14 times as much coin as we did in the 
same period last year. 

I mention again that the deliveries of the first 9 months of this fiscal 
vear have continued extraordinarily heavy. Our records show an 
increase from 340 million pieces to 1,170,000,000, which is an increase 
of 343 percent. 

At this time there are no conditions which, in our judgment, point 
to a probable decline in the demand for coin. On the contrary, the 
huge defense projects of the Government, it is clear, have not reached 
the spending peak. It is reasonable to assume that, with their, 
expansion, there will be an accelerated demand for coin, as occurred 
with the launching of the defense programs in the World War I and 
World War II periods. 

At the start of the fiscal year 1952, we will have practically no 
inventories of finished coin and no work in process. 

Unless the full amount of appropriation we request is granted—that 
is to say, unless you restore the cut that was made by the House—it 
is our opinion that we shall be unable to meet the call of the country 
for coin. 

I ask you to bear in mind that the Mint must maintain at each of 
the three coinage institutions some stocks in each of the five denomi- 
nations. That is a total of 15 separate inventories. A total in- 
ventory, for example, of 100 million pieces spread over 15 lots in three 
mints w ould mean a meager supply in each one. 

I have presented, Mr. Chairman, the picture as we of the Mint see 
it, relating to the probable coin demand next year, and its cost. 

We hope very much that you will see your way clear to approve the 
full amount of our request. 

Senator Kiirgore. Could I ask you a question at that point? 

You say these requests come in for the metal coinage. Is that a 
replacement in which they ship you an equivalent amount of metal 
28 


81916—51 
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coinage, or is it one in which they purchase from you with, shall we 
say, paper money, or a check, or otherwise, a certain amount of 
metallic coinage? Which is it? 

Mrs. Ross. Mr. Chairman, I don’t believe I understand that 
question. 

Senator Kiitgore. In other words, if someone sends in a request 
for $5,000 worth of pennies, do they send you the equivalent amount 
of the pennies, which would be a half million pennies, or do they 
send you a check for $5,000 in currency and ask you for a half million 
pennies? 

Mr. Howarp. This is the way it happens. Coins that are distrib- 
uted from the Mint to the Federal Reserve banks and branches are 
distributed on the basis of a requisition from the Treasurer’s office to 
us to ship. What actually takes place is what they call a transfer of 
funds. ‘They transfer to the Treasury an equivalent amount of funds 
to take the place of the funds that we have transferred to the Federal 
Reserve. 

Senator Kitcore. It is not like the replacement of Federal money. 
That is what I am getting at. 


DISCUSSION ON RETURNED COINS 


Mr. Howarp. No. Now, you asked about the coins returned, those 
unfit for circulation. The return is very small during the peak delivery 
periods, because the banks do not want to fool with the worn-out coins 
at that time. They wait for a slack time to send them back. They 
will wait until some other time. They are very busy handling the new 
coins coming through; because, you see, they wrap them and pay them 
out to their customers. ‘They wrap a certain number of a certain 
denominations in rolls. So, there is no relationship between the coins 
that come back and the coins we pay out. The coins that come back, 
in the case of cents, is very small, because the life of a coin extends 
perhaps 30 to 35 vears, and the coins that are coming back are the coins 
that were produced 30 years ago, and we did not produce hardly any 
coins 30 years ago. This terrific demand for coins has come about 
through this new merchandising that you mentioned, sales tax, vend- 
ing machines, cash sales, things of that nature. So, we are sort of up 
on a peak and keep adding to it from a peak standpoint and not a 
replacement standpoint. 

Senator Kingore. But, by the issuance of metallic coinage, you are 
displacing a certain amount of paper money outstanding; is that right? 
You are displacing it with a more durable currency? 

Mr. Howarp. That is right. I would not say we are replacing it. 
We are adding to it. 

Mrs. Ross. We are supplementing the paper supply. 


EFFECT ON ECONOMY IF COINAGE CEASES 


Senator HaypgeN. What would happen if you just had no money to 
coin any pennies, dimes, nickels, quarters, and you did not have any? 
What would we do about that? 

Mr. Howarp. | can tell you what has happened in past history, 
Senator. We were talking about the silver dollar awhile ago. The 
subsidiary coins, the coins that we now call subsidiary coins, 50 cents, 
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quarters, and dimes, used to have the same amount of silver in them 
that was in the silver dollar. And, when the bullion value would get 
equal to the face value, they would melt down the coins. It caused 
such a drainage of the small coins, and we had so much trouble in this 
country, that they changed the content in 1853, and reduced the 
amount of silver. The trade was hampered terrifically during that 
period. During the Civil War period, we had a period when coins 
were not in circulation, and we had another very hard time. That 
was the period of “shinplasters,”’ when you used paper money down 
to 1, 2, and 3 cents, postage stamps, and everything. 

Back during the last war we were denied metals for a short while 
and could not put out coins, and there were several cities that became 
cramped for coinage or were short of coins, and the boards of trade, 
and what have you, put out little certificates. 

Senator Kitcore. Tokens. 

Mr. Howarp. Tokens, and they used them for coins. 

Now, no doubt the first thing that would happen if you did not put 
out coins—and we have been through a period when we could not 
meet delivery, during the first 6 months of this fiscal yvear—the banks, 
I guess, would se rape the bottom of the barrel, and after that I guess 
they would have to improvise with something else. 

Senator Haypen. In other words, coins are essential to retail 
business; and, if you do not have them, you will have to devise some 
substitute, like the shinplaster or something else? 

Mr. Howarp. Thatisright. You would have to do something else. 


FURTHER DISCUSSION ON ISSUANCE OF FRACTIONAL COINS 


Mrs. Ross. Mr. Chairman, I hope I did not seem discourteous in 
diverting you from the question that you asked awhile ago about an 
additional fractional coin. We will be very glad to talk with you 
about that. 

Senator Kitcore. I just wanted that to go into the record, because 
the question had been asked me. 

Mrs. Ross. Of course, the Treasury has expressed itself as unsym- 
pathetic to any such movement. 

Mr. Howarp. I think the Senator mentioned that he had 22 calls 
in the last 24 hours on a 7-cent coin. If we were to make a 7'4-cent 
coin, it would be for the vending-machine people and them alone. 
And you would have to operate on the theory that the man standing in 
front of that machine had a 7%-cent coin in his pocket to work it. 
Otherwise, he would not be a customer. 

Now, you can’t put out a 7}s-cent coin unless you put out either a 
half-cent or a 2%-c ent coin, because you couldn’t make change. 

If you put out a 7)s-cent coin, there is no half cent register key on 
a cash register. You don’t have extra drawers in the cash register. 
We do all of our bookkeeping, a great deal of it, on machines, and 
we use two decimals. That would be three decimals. And, in addi- 
tion, our accounting columnar pads are for two decimals, and a 
7\s-cent coin would be three. Those are just a few of the objections 
you would have to it. 

Mrs. Ross. I think it would be very confusing to the public to 
try to do a problem in fractions every time they wanted to make a 
purchase. 
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Senator Kincorre. May I humbly express my appreciation. Be- 
cause I have had some of the same answer from others before, and 
you have given me some additional things to work with. 

Mrs. Ross. Senator, I think it is a very negligible portion of the 
people who are interested in that. 

Senator Kincore. Of course, at one time we had a 2-cent piece 
and 3-cent piece. 

Mr. Howarp. And a one-half cent piece. 

Mrs. Ross. And they were eliminated, because they were not 
satisfactory to the public 

Senator ‘Kitgore. And, of course, in some of the States we have a 
mill piece issued by the State for tax purposes. 

Speaking of metallic coinage, in my State we have a terrific metallic 
coinage which you do not coin. It is made commercially for the coal 
companies to use in their stores. And it is quite subject, incidentally, 
to, shall we say, forgery, or whatever it is. A copper company got 
hooked with a ‘hundred thousand dollars’ worth of phony aluminum 
coins. We do not know how much it was, all told. We estimated 
a hundred thousand dollars’ worth. It was dumped on the market. 
It was the so-called metallic scrip. They, of course, use fractional 
currency, but it is of the same denomination, pennies, nickels, dimes, 
quarters, half dollars, and dollars. The coal companies stick to the 
coinage. I just wanted to get those facts in the record so that you 
will understand what we are up against. 

1 would like so ask one other question. Is your mint the custodian 
of gold and silver reserves? 

Mrs. Ross. It is. 


RATIO OF GOLD AND SILVER RESERVE TO CURRENCY 


Senator Kitcorr. What is the ratio of the gold reserve in storage 
and silver reserve in storage to the total amount of currency in 
circulation? 

Mrs. Ross. Well, I can tell you on silver reserves. I can’t tell you 
offhand the amount of currency that is out. Paper money, you are 
talking about? 

Senator Kiicore. All kinds of money, paper and metallic. 

Mr. Howarp. The ratio for Federal Reserve deposits and currency 
has to be 25 percent. It used to be 35 and 40, respectively. We 
have about 50 percent reserve, and we only are required to have 25 
by the law. 

Senator Kircore. What do you mean, now? 

Mr. Howarp. The gold reserve back of the reserve deposits and 
reserve notes in circulation has to be 25 percent. That is a require- 
ment of law. We have enough gold to have a 50-percent reserve 
right now. Or let us state it another way. We could lose half of our 
gold and still have enough to meet the gold-reserve requirements 
prescribed by law. 

Senator Kitcorr. What about silver bullion and silver? 

Mr. Howarp. W ell, as to silver, we have a hundred percent 
backing behind the silver certificates. 

Senator HaypEN. Then in addition to that, you have a lot of silver. 

Mr. Howarp. In addition to that, we have silver. 
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TWO BILLION DOLLARS IN SILVER STORED 


Senator Haypen. How many million dollars’ worth of silver do you 
have stored away to back Sas u 

Mr. Howarp. About 2 billions. 

Senator Haypen. You have $2 billion of silver stored away? 

Mr. Howarp. That is right. The reserves are in the form of silver 
dollars and silver bullion. We have about 300 million silver dollars 
backing an equal amount of silver certificates, and in addition we have 
about a billion and a half ounces of silver bullion backing about 
$2 billion silver certificates, if I remember correctly. We still have 
some silver in the general fund. 

Senator Haypgen. What I am getting at is, if, as a matter of law, 
it were required that you have a hundred percent backing for every 
silver certificate, how much silver do you have above that? 

Mr. Howarp. We have about 160 million ounces of free silver. 

Senator Haypen. That is not required to back anything? 

Mr. Howarp. That is right. That is available either to make 
subsidiary coinage or to sell. 


COUNTRIES ENTIRE SILVER OUTPUT PURCHASED 


Senator Kitcore. That is another point that is raised quite fre- 
quently. Are we buying much free silver? 

Mr. Howarp. Well, we are buying silver. We buy newly mined 
domestic silver. We are buying the entire output. 

Senator Kitcore. Are we selling any, though? 

Mr. Howarp. We have not made any sales yet. We have not 
made any sales since the last war. 

Senator Haypen. But the market price of silver has risen recently 
to the point where you can make sales? 

Mr. Howarp. That is right. 

Senator HaypEen. Ninety and a half is what you pay the American 
miner for his silver. 

Senator Kircore. How much? 


PRICE PAID FOR SILVER 


Senator HaypENn. Ninety and a half cents an ounce. If the price 
goes above that, goes to 91 cents, then the Treasury can sell. It 
cannot sell it for less than that. But if it went to 91, and anybody 
wanted it for any commercial purpose, they could go to the Treasury 
and get it. 

Senator Kricore. What was the big howl put up by the silver 
manufacturers last year? They wanted us to reduce the price of 
that? 

Senator Haypen. They wanted us to reduce the price paid for 
silver to the American miner, and we would not do that. 

Senator Kitcgore. But the price now paid for silver has gone up 
to a stage where you are in shape to sell some of our silver reserves? 

Mr. Howarp. As the Senator stated, there, if we commenced to 
sell we could not sell for less than 90% cents a fine ounce. We have 
fixed a price to sell at 91 cents. We have made a half a cent spread 
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between our buying price and our selling price. The market price is 
$0.9041 now. 

Senator Kincore. You would have to have a little more than a 
half a cent additional price before you could sell? 

Senator Hay DEN. Now, what profit would the Goverrment make 
on coining pennies? You buy copper, and then it costs you for oper- 
ating the coinage. What isthe net cost of the penny? That is what 
I am trying to get at. 


COST OF PRODUCING PENNIES 


Mr. Howarp. We make quite a seigniorage on pennies. We can 
take a pound of alloy which consists of 95 percent copper and 
percent zinc. Wecan make 145 pennies out of it. In other words, we 
get back a dollar and 45 cents. That pound of alloy will now cost us 
around 24 cents. Now, the difference between the metallic content 
cost, the metal cost, and the number of coins we make, we call seignior- 
age. The manufacturing cost, of course, is appropriated to us by you 
people, and we can make a thousand pennies for about $1.32. 

Senator Kinrcore. That includes all the costs, the metal cost plus 
your cost? 

Mr. Howarp. No; the $1.32 just includes the manufacturing cost. 
The metal cost is in addition. 

Senator Hayprn. What I was trying to get at is you have cut down 
in your number of employees. You cannot operate the machinery of 
making pennies unless you have those employees. If you have them, 
then you can run full blast. You can buy this copper, this alloy, 
and run them through, and you are making money for the Government. 

Mr. Howarp. We will turn back, on cents, about $4 for every dollar 
you give us including metal cost. You do not, however, appropriate 
us funds for the metal costs. 

On nickels we will do much better. 

Mrs. Ross. The more we make, the better it pays the Government. 

Senator Haypren. That is what I am getting at. I cannot. under- 
stand why an operation that will pay at a handsome profit like that 
should be cut down. 


PRODUCTION COST OF ALL METALLIC COINS 


Senator Kitcore. In other words, according to the table I have 
here, the manufacturing cost is $1.32 per thousand pennies, $3.37 
per thousand nickels, $2.33 per thousand dimes, $5.40 per thousand 
quarters, and $8.70 per thousand 50-cent pieces. That, however, is 
just the operating cost of the mint. What, in addition to that, would 
be the cost of the metal that goes into that? 

Mr. Howarp. Mr. Chairman, I have just handed the clerk, there, 
a table which shows the cost for each denomination. 

Senator Haypren. That is the cost of the materials, the cost of 
labor, and the net profit? 

Mr. Howarp. That is right. That shows the net profit on each 
denomination. 

Senator Kircore. Let us put this in the record, please. 

(The table follows :) 
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Tabulation showing the profit accruing to the Treasury as a result of the production 
of 1,000 coins in each of the 5 denominations 


Manufac- 
turing cost |p. ¢ : 
Face value Cost of Seigniorage| paid from — to the 
Denomination of 1,000 metal in per 1,000 | appropri- ee am 
pieces 1,000 pieces pieces ated funds | P& a 
per 1,000 pieces 
pieces 


1 cent $10. 00 $1.3 $8. 66 $1. 3: 
5 cents 50. 00 ‘ 47.19 
10 cents 100. 00 66. 25 
25 cents 25). 00 165. 61 
50 cents 500, 00 331. 21 


Total =. <i 910. 00 618, 92 


Mrs. Ross. May I bring to your attention, Mr. Chairman, that 
there are handling charges which result in revenues going into the 
general fund. As you know, on every ounce of gold we receive we 
collect from the depositor a refining charge which goes into the general 
fund. We ask you for an appropriation to refine the gold, but I just 
want you to know that all of these services that we render we impose 
a charge. It is a source of revenue for the Government. 

Senator Kircorr. Mrs. Ross, will you furnish us with a table of 
the cost of operation? 

Mrs. Ross. The handling charges? 

Senator Kitcore. The handling charges, and the total accruing to 
the general fund from that. 

Mrs. Ross. Yes. 

(The information follows:) 
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Comparison of Mint operating costs with Mint revenues during fiscal year 1950 
OPERATING COSTS 


Actual, 1950 




















1. Manufacture of coins (domestic) -_..................-.-- inveenabsdewecedag taneanier an $1, 417, 179 
2. Processing deposits and issues of monetary qhobale WG Gotu... 5... cca ik he: 902, 354 
B. : Eeieeee ir IE TINOEINS INT COO ino ohn a 5 sce ccinemes cece cms cccannedesccchincae 783, 215 
4. Refining gold and silver bullion _ piace Mn fae ocak Aca ba ne oaea ghee reseed) 409, 141 
III GS ok i lec caleba ha dicaainbab kbwsesete wbodsenandpasess 102, 742 
6. Inventory changes-_......._.. aa cache he tee ae oe hls diet i I al iat ae 215, 492 
Total operating costs_- dient elie nies sidini ce eG cinta alin eet wali aCe CGAY depigniobindid 3, 830, 123 
REVENUES 
Receipt Actual 
eceip ; sete | Ac reve- 
symbol Receipt title nues 1950 
1110 | Seigniorage on subsidiary silver coinage..--............----.-----.----«------.---- $8, 056, 081 
1111 | Seigniorage on minor coinage. bi hcaceokeuen ssl 5, 735, 584 
1112 | Seigniorage on silver bullion, difference between cost value and monetary value- -| 11, 026, 197 
ae a cho edecosihene } 163, 724 
1121 | Bar charges on bullion sales_-. Leia uded ao dan tenehaneucaerae riterray 36, 956 
1122 | Proceeds of surplus bullion ieee Ts a Pel erin ke Kn ee BE 87, 387 
1124 | Handling charges on gold purchases---_-_._......-.....-- SA il aie Eg, I | 389, 924 
2AES 1) Flamin Cis On wee nee a A cdc. 5 Soa lig sedis de 207, 437 
1129 | C harges on sales and handling, not otherwise classified - 326 
1321 | Commissions on telephone pay stations in Federal buildings outside of W ashing- | 
DEE Bi epee ce tanta dad ee tencin bs antes SE RE ET ERE ee oe 156 
1322 | penal WIE II S20 eS A 2 kN Se el he anon eas yeeuasmetn ah 58 
1569 | Unclaimed funds and abandoned property, not otherwise classified .._.........-.- 24 
1599 | Fines, penalties, and forfeitures, not otherwise classified... _._...-....--- 8, 262 
4379 | Sales of scrap, salvage, and waste (byproducts), not otherwise classified 865 
EE ee las eee 8 
Gey Se ne er SO oa ise ie ae ec hee ha anc bes nedescnseen 8, 143 
© TC nnn tea esweaiivinnan beet <a en aak bei eee 3, 107 
4559 | Fees and other charges for administrative, professional, and scientific services, not 
wr as ee linen rie eee ttete. LARA 83 
4599 | Fees and other charges for miscellaneous services not otherwise classified... ____- 3, 971 
5195 | Sale of scrap and salvaged surplus materials... -__..................-.--.---------- 2, 609 
5106: 7 Gale of eqitipmmit. eee Bedale a dee eek ae oe aces chee 150 
5562 | Refund of transportation OR No Se irk a oe a cr coer | 8 
5571 | Recoveries, jury services ; as Due dedicdieeied ; = eal 62 
5590 | Repayments, lapsed appropriations - - - - - - - 5 wh pideulekad Gece ee aarecal 26 
5593 | Refund on empty containers. -- . - Din tetricnetioutanac abe gueenik ame tau .| 168 
5595 | Refund on terminal leave compensation ae hone : ra aie 1, 939 
5599 | Recoveries and refunds, not otherwise classified - . - - - , naphenniitieed diewrielp Thal 89 
i Be eR ER AE Ie eR eee EE ee are .| 25, 733, 344 
Excess of revenues, over costs (profit to T a ee ee ivinamadanh 21, 903, 221 





REFINERY OPERATIONS AT PRESENT DEFERRED 


Mrs. Ross. I would like to say something about our refinery opera- 
tion. We are at the moment deferring refining because of our great 

need for employees for coinage. As an emergency measure, we have 
taken them off from refining and every other activity that we could, 
to put them on coinage. But we have already collected from the 
depositors the money required to do that refining. 

Senator Haypen. That refining is done at a profit? 

Mrs. Ross. We charge them, yes, for the work we do. 

Senator HaypEen. That is what I am getting at. You charge them 
more than it actually costs. 

Senator Kiiecore. If A sends in a quantity of metal, either gold or 
silver, for refining, do you first assay the pure metallic content? 

Mrs. Ross. We melt it. We melt every particle of gold and then 
assay it as a basis for payment. 

Senator Kirgore. And then even if you hold it there, you know 
what it is going to bring eventually, when it is refined, do you not? 

Mr. Howarp. Oh, yes. 
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Senator Kitcore. So that you can use the refining process for, 
shall we say, a stop-gap on any labor that might be released from, 
shall we say, the mint deposits? 

Mrs. Ross. As a temporary measure, yes; but, of course, we can- 
not do that indefinitely. We need refined gold. We are practically 
out at New York. 

Senator KiiGore. Say you have a backlog of unrefined gold or 
silver or both, and you have to throw your force on minting. Then 
once you catch up with the minting process, you can throw them back 
on the refining process and catch up with your backlog of refining. 
Is that right? So you must have a certain flexibility. “Mr. A is not 
just tied to refining. He can also be used over in the process of pro- 
ducing coin? 

Mrs. Ross. Yes. He can be detailed. 

Senator Kircore. But I mean his services can be used. 

Mrs. Ross. Certainly, for a limited time, as I say. Under the 
civil-service regulations, we bring employees in for stated functions, 
but we are allowed to detail them to other functions. 

Senator Haypen. What I would like to know is, on the dollars-and- 
cents basis, if you can put it in this record, if you do not get this 
money that you are asking for, how much profit is the Government 
going to have. 

Mrs. Ross. We would be glad to do that. 

(The information follows:) 


eres of the total coinage costs, fiscal year 1952, with revenue on coinage 
(seigniorage) and net profit accruing to Government asa result of coinage 
ope ration 


Total appro- Estimated 

priated funds | seigniorage 

Denomination requested for on coinage 

coinage in 1952 in 1952 

fiscal year fiscal year 
1 cent_- ike ; ‘ - sacl ‘ $1, 825, 600 | $11, 976, 780 
Wee chaos on ; - Din ates ‘J 343, 700 4, 813, 380 
| a ‘ nieee donna i 407, 800 11, 593, 750 
25 cents 7 ie - = ; 351, 000 | 10, 764, 650 
DI ose ci bbebveadsenpseese deters ; bho oe | 217, 500 8, 280, 250 
ORE bo es 52 ce ibidia st bccdunectitinsye 2 eats 3, 145, 600 47, 428, 810 
Less appropriate Bae? ct ern eta Te a ; ; aD 3, 145, 600 


Net profit to Government. -__...........--..-....--.- Michail Really ion 44, 283, 210 


Comparison of increased coinage costs, and increased revenues resulting therefrom, 
sogetiney'a with net Profit | to Government 


Additional 


appropriated | Estimated 

Denomination funds requested! ,_° e) Sng 
for inseeahed from increased 

coinage one 

1 cent . $703, 500 $4, 427, 252 
5 cent ‘ 107, 800 1, 489, 771 
10 cent 146, 800 4,173, 277 
25 cent 81, 000 2, 484, 004 
50 cent 60, 900 2, 318, 487 
Total : 1, 100, 000 14, 892, 881 
Less appropriated funds 1, 100, 000 
Net profit to Government 13, 792, S81 


NOTE.—1952 estimate as originally submitted to Congress was later amended upward to provide for pro 
duction of 650 million additional coins at an additional cost of $1,100,000, 








438 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


Comparison of Mint operating costs with Mint revenues during fiscal year 1950 
OPERATING COSTS 


Actual, 1950 


1. Manufacture of coins (domestic) -_- as daaphawdgukeas $1, 417, 179 
2. Processing deposits and issues of monet? ary metals and coins________- ped tadeh on bh cee 902, 354 
3. Protection of monetary metals and coins. .__. Guat abe IRTP GR ASS RT TS | 783, 215 
4. Refining gold and silver bullion. ___. pukapeace sendy Wess Sihas des sapeeads 409, 141 
5. Executive direction__.........-- Dvbthdcton thule dD ck cbthwited deededtee wededdeanl 102, 742 


a cue ta edaah ae iebnadkawrdediieesne toes ne ne haneseueh | 215, 492 


Total operating costs- wahbaiad susan] 3, 830, 123 


REVENUES 





Receipt a | Actual reve- 
symbol Receipt title nues 1950 
| 
a loa cicadieaieasel i i Dic ilies aiececncictterts heist | 
1110 | Se igniorage on subsidiary silver coimage_........._._.. Maree le a ead $8, 056, O81 
1111 | Seigniorage on minor coinage - 5, 735, 584 
1112 | Seigniorage on silver bullion, difference between cost value and monetary value_.| 11, 026, 197 
Se ae) ah dn ol nhc be omen oolibbwes | 163, 724 
1121 | Bar charges on bullion sales. eT eettaaa ad pscserdlete tue 36, 956 
1122 | Proceeds of surplus bullion OIA a Tc Eg TR ee mide vid 87, 387 
1124 | Handling charges on gold purchases. -_____.._._...- . ati tcee mee cee 389, 924 
1125 | Handling charges on gold sales bs cewnthctsmddlesiets ee 207, 437 
1129 | Charges on sales and handling, not otherwise classified. ____- 326 
1321 | Commissions on telephone pay stations in Federal buildings outside of Washing- | 
ton, D. C- a a ee oe eae 156 
1322 | Fees, vending wien ists ts 0 begs pee NL BS re | 58 
1569 | Unclaimed funds and abandoned - property, “not otherwise classified. __--_--._____. 24 
1599 | Fines, penalties, and forfeitures, not otherwise classified. ......................-- 8, 262 
4379 | Sales of scrap, salvage, and waste (byproducts), not otherwise classified... ___- 865 
4391 | Sale of stores............._.-- iat th alee AOE ie ee “ & 
St er Or I Oo Sess iro hace dwn hn pateenwe a onntdbe pdccdasees 8, 148 
ND, 0) TU NN on nn sien earn em ann cule > eibninin paibiee samiiiine ook ae nek onaeenioeen 3, 107 
4559 | Fees and other ch: urges: for administrative, professional, and scientific services, not 
I I eee aks sealants anni mein nodenroaincneel 8&3 
4599 | Fees and other charges for miscellaneous services not otherwise classified_._____- 3,971 
5195 | Sale of scrap and salvaged surplus materials - - aa aioe ana Jdawa 2, 609 
5196 | Sale of equipment. iso d nes es Sed path ea wadincewa ail 150 
5562 | Refund of transportat ion charges. ____- ; pehdide naliaasia cade Semis nikal 8 
5571 | Recoveries, jury services aa ; coe hel 62 
5590 | Repayments, lapsed appropriations. -.-_________- Ie ; nat 26 
5593 | Refund on empty containers. .- - -- en : ivebnnaiah oer 168 
5595 | Refund on terminal leave compensation - - - sai : ade 1, 939 
5599 | Recoveries and refunds, not otherwise classified - ....-................--.-.-..---- 8Y 
Total revenues OPS Se Se a eg eS, 25, 733, 344 
Excess of revenues, over costs (profit to T reasury ces sea Sale a Sac 21, 903, 221 


REFINERY OPERATIONS AT PRESENT DEFERRED 


Mrs. Ross. I would like to say something about our refinery opera- 
tion. We are at the moment deferring refining because of our great 
need for employees for coinage. As an emergency measure, we have 
taken them off from refining and every other activity that we could, 
to put them on coinage. But we have already collected from the 
depositors the money required to do that refining. 

Senator Haypgen. That refining is done at a profit? 

Mrs. Ross. We charge them, yes, for the work we do. 

Senator HaypEen. That is what I am getting at. You charge them 
more than it actually costs. 

Senator Kitcore. If A sends in a quantity of metal, either gold or 
silver, for refining, do you first assay the pure metallic content? 

Mrs. Ross. We melt it. We melt every particle of gold and then 
assay it as a basis for payment. 

Senator Kitgore. And then even if you hold it there, you know 
what it is going to bring eventually, when it is refined, do you not? 

Mr. Howarp. Oh, yes. 
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Senator Kincore. So that you can use the refining process for, 
shall we say, a stop-gap on any labor that might be released from, 
shall we say, the mint deposits? 

Mrs. Ross. As a temporary measure, yes; but, of course, we can- 
not do that indefinitely. We need refined gold. We are practically 
out at New York. 

Senator KiitGore. Say you have a backlog of unrefined gold o 
silver or both, and you have to throw your force on minting. Then 
once you catch up with the minting process, you can throw them back 
on the refining process and catch up with your backlog of refining. 
Is that right? So you must have a certain flexibility. ‘Mr. A is not 
just tied to refining. He can also be used over in the process of pro- 
ducing coin? 

Mrs. Ross. Yes. He can be detailed. 

Senator Kitcore. But I mean his services can be used. 

Mrs. Ross. Certainly, for a limited time, as I say. Under the 
civil-service regulations, we bring employees in for stated functions, 
but we are allowed to detail them to other func tions. 

Senator HaypEN. What I would like to know is, on the dollars-and- 
cents basis, if you can put it in this record, if you do not get this 
money that you are asking for, how much profit is the Government 
going to have. 

Mrs. Ross. We would be glad to do that. 

(The information follows:) 


Comparison of the total coinage costs, fiscal year 1952, with revenue on coinage 
(seigniorage) and net profit accruing to Government asa result of coinage 
operation 


Total appro- Estimated 

priated funds seigniorage 

Denomination requested for on coinage 

coinage in 1952 in 1952 

Gseal year | fiscal year 
1 cent. ‘ F ‘ “ $1, 825, 600 $11, 976, 780 
5 cents__..-.- ‘ ewe 343, 700 4, 813, 380 
10 cents _- - - : ; 407, 800 11, 593, 750 
25 cents i 351, 000 10, 764, 650 
50 cents - _. ee , cas 217, 500 8, 280, 250 
Total b3 Leh dta seaece aewinam 3, 145, 600 47, 428, 810 
Less appropriated funds 3, 145, 600 
Net profit to Government. Kebapobda shegean , 44, 283, 210 


Comparison of increased coinage costs, and increased revenues resulting therefrom, 
together with net wt prem 4 to Government 





} Additions} Estimated 
appropriated seigniorage 
» i 2 > »ete » 7S 
Denomination funds requested from tneveased 
for increased 
; coinage 
coinage 
1 cent ‘ a $703, 500 
5 cent ‘ 107, 800 
10 cent 146, 800 
25 cent. - - ‘ , 81, 000 
50 cent 60, 900 
Total ; 1, 100, 000 14, 892, 881 
Less appropriated funds 1, 100, 000 
Net profit to Government 13, 792, 881 


NoTE.—1952 estimate as originally submitted to Congress was later amended upward to provide for pro 
duction of 650 million additional coins at an additional cost of $1,100,000, 
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COIN PRODUCTION 


Mr. Howarp. I will say this, Senator, taking our production this 
year of 1,100,000,000 pieces, then we ask you for $1,100,000 to pro- 
duce next year 650 million additional pieces. In other words, 650 
million pieces extra at a cost of $1,100,000 is what we asked Congress 
for when we first submitted our appropriation. We broke that down 
according to certain denominations. The seigniorage on that would 
have been equal to $14,892,881. 

Mrs. Ross. Much more than we are asking you for here. 

Mr. Howarp. We are asking you for $1,100,000 for additional 
coinage. 

Senator Haypen. All right. And if you do not make the coinage, 
you do not get the seigniorage, and the Government will lose the 
difference between the $1 million and the $14 million. That is just 
money that is not in the Treasury that ought to be there. As a 
businessman, it seems to me very shortsighted. 

Mrs. Ross. Senator, you will realize that the coin demand right 
now is higher than it has ever been since the Government was started, 
except in the peak years of World War II, and we think that it is going 
to continue heavy. 

Senator Haypen. All right. Suppose it does not. If it does not, 
you will do just what you did before. If the demand for coins goes 
down, and the money that we have appropriated to pay the people to 
make the coins is not necessary, the money itself will revert to the 
Treasury. 

Mrs. Ross. I like to know that you have that confidence in us. 

Senator Haypren. You have done it before. All we can judge you 
by is your record. 

Mrs. Ross. We have done it not once but more than once. Last 
vear, as I say, we turned back a million dollars, and the vear before 
somewhat less than that. But the year before that we turned back a 
large amount. 

Senator Haypen. It seems to me, Mr. Chairman, it is perfectly 
obvious that we lose money if we do not make this appropriation, and 
we run no risk if we do make it that the demand for coins will drop 
down, because if the demand drops they will not employ the people 
and the money will come back to the Treasury. 

Mrs. Ross. Senator, may I bring to vour attention that in 1946 we 
turned back $873,728. In 1947 we turned back $1,163,000. And in 
1948 we turned back $1,950,000. 

Senator Haypen. Of course, the tendency on the part of the con- 
gressional committee dealing with appropriations is: If we appropriate 
more money than you need, and you do not use it, then we should cut 
your appropriation next year. It makes the bill look less. 

But as a business proposition, it is entirely different in this instance. 

Mrs. Ross. Another thing is that the coin demand is so unpre- 
dictable. You can’t tell from year to year what it is going to be. 
But every indication points now to an increasing demand. 

Senator HaypEN. But supposing it does not increase. We lose 
nothing. 

Mrs. Ross. You lose nothing. . 

Senator Kitcorr. The sensible thing would be to keep a certain 
stockpile of coins on hand at all times. When that drops down below 
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a certain point, increase it up to a certain maximum point. And 

fluctuate your employees in various jobs so that the whole thing runs 

smoothly. That is the real business and economic way to run it. 
Mrs. Ross. That is what we have been doing. 


QUESTION ON CIRCULATION OF HALF-DOLLARS 


Senator Kiicore. I noticed 6 months ago if you walked into a 
place and bought something that cost 15 cents, they would give you 
a dime and three quarters ‘change from a dollar. You very seldom 
got half dollars. It is only recently that | have seen half dollars in 
circulation. Apparently there must have been a shortage of half 
dollars, You would get the three quarters. So there must have been 
a shortage in the circulatory system all through the east of half 
dollars. 

Mrs. Ross. For some reason, half dollars seem to be more popular 
in the West than they are in the East. Strange to say, the banks call 
upon us more in the West for half dollars than they do in the East. 


DISCUSSION REGARDING HOUSE ACTION 


Senator HaypeN. The House committee made a cut, and then on 
the floor of the House they cut you $200,000 more. I cannot help 
wondering why the House did it. 

Mrs. Ross. I am glad to have you ask that question. I think there 
was a misapprehension about one little matter. A representative of 
another bureau than ours in his testimony gave the impression to the 
Appropriations Committee that a drive undertaken by the Federal 
Reserve Bank of New York to induce the return to circulation of 
hoarded coin in homes, in teapots, and safes, and the like, had been 
very successful and had resulted in a great volume of coins being turned 
back into circulation from that source. Well, that was evidently a 
mistake, but the Members of the House got that impression; it appears 
in their report that they have that impression. But the fact is that 
it was a mistake. 

Now, I have a letter here, from the vice president of the Federal 
Reserve bank in New York. It was the Federal Reserve bank that 
started that effort. They sent out word among their banks in the New 
York district to get people to bring back their small coins. I have a 
letter here, as I say, that came to the Treasury from the vice president 
of the Federal Reserve at New York. I will read one paragraph from 
it. I would be glad to read the whole letter, but I can put that in the 
ecord, and I will read this one paragraph: 


ry It now appears to us that our need for new coin in this denomination— 
he is referring to 1-cent pieces in the context— 


will be heavy and continuous throughout the year. Price changes that might have 


been expected to reduce the use of pennies and lead to their deposit have not done 
so,— 


and listen to this— 


and publicity aimed at bringing pennies out of home savings has failed to produce 
appreciable results. It oecurrs to us, therefore, that it may be helpful to you to 
have these facts before you in planning production of pennies by the mint. 
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Senator Kingore. You may file the letter for the record. 
(The letter follows:) 


FEDERAL RESERVE BANK or NEW YORK, 
New York 45, N. Y., March 13, 1961. 
Mr. F. L. Cuurcn, 
Deputy and Acting Treasurer, 
Treasury Department, Washington 25, D. C. 


Dear Mr. Cuurcnu: Our situation with respect to pennies has been a matter of 
concern to us over much of the past 6 months and we suspect there may be prob- 
lems ahead in that denomination. For this reason, we believe it would be helpful 
to review our situation with you and acquaint you with our views as to the outlook. 

We normally accumulate a substantial volume of pennies early in the year which 
makes it unnecessary to order new pennies for several months. While the seasonal 
pattern for the second half of the year is not as uniform, we usually experience 
a net outflow, accelerating with the approach of the year-end holidays, which 
requires us to replenish stock from the Philadelphia Mint. This general pattern 
prevailed until last October when exhaustion of penny stocks at the mint obliged 
us on October 9, 1950 to commence rationing orders from banks in our territory. 
As you know, your office arranged to have $400,000 in pennies shipped to us from 
the San Francisco Mint. We received this coin on October 26, but the period of 
rationing had, as we anticipated, magnified the demand and on December 4 we 
were again obliged to ration pennies to our banks. 

In previous years the demand for pennies has fallen off sharply in the week 
between Christmas and New Year’s, and a sizable net inflow has occurred each 
week in January. In contrast, it was necessary to continue our program of 
rationing this past year end until February 5, 1951. An appeal for pennies was 
circulated to all banks in our district in mid-January but the return flow from 
this appeal, while helpful,was not sufficient to offset demand. An end to the 
rationing was possible solely because shipments from the mint became large 
enough and frequent enough to bring demand and supply into balance. 

In appraising our probable need for pennies over the balance of this year, the 
unusualness of our present position is striking. The following table presents 
figures for the past 4 years as a contrast to this year. It shows the high point 
and date of the first-of-the-year accumulation, the date when we first received 
new pennies from the mint (which reveals how far into the year our spring ac- 
cumulation had carried us) and the total amount of new pennies that we received 
during the year from the mint. 








First new Total new 


| Amount and date of | 


Year pps Ss et | received from | received for 
| largest accumulation the mint the year 
ate in hk Rial ale -|— Je 
M007 oe. : 2 : Lincldcnsnse<cf Q681,000 Mar, 1........) Sealy 98. | $1, 000, 000 
1948 hte ia Se : ve a wacina| ee OD. BT... 2.1. ats at al 375, 000 
1949 SS eEae Seas aaa sa2s<ss---4| $876,000 Mar. 16_......| Sept, 2......-.| 225, 000 
1950 Oh gts ek coe i son---------------| $508,000 Mar. 3........| July 0 .| 1, 402, 000 


i ' 
In 1951 our first receipt of new pennies from the mint was on January 3 and 
we have received a total of $370,000 to date. Receipts of circulated coin from banks 
in our territory are insufficient to fill orders with the result that a working reserve 
is maintainéd only because of the continuing flow of new pennies from the mint. 
It now appears to us that our need for new coin in this denomination will be 
heavy and continuous throughout the year. Price changes that might have been 
expected to reduce the use of pennies and lead to their deposit have not done so, 
and publicity aimed at bringing pennies out of home savings has failed to pro- 
duce appreciable results. It occurs to us, therefore, that it may be helpful to 
you to have these facts before you in planning production of pennies by the mint. 
Very truly yours, 
V. Wiis, Vice President. 


Senator Haypren. The House report says: 


In view of this enormously increasing demand, the committee feels that every 
effort should be made to appeal to the public to put coins back into circulation, 
and accordingly, it is suggested that the Director of the Mint publicize the need 
for coins, in a manner similar to that which was done so effectively by the 
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Director during the war. In this way savings will be made in the annual appro- 
priations for the Bureau as well as in critical materials which are badly needed 
for national defense. 

What did you do during the war? 

Mrs. Ross. We have done just that. 

I sent out a press release. It went out through all the press agencies, 
calling upon the public to release from their teapots and little safes 
and the like all the coins they were hoarding in their homes and 
turn them into circulation. Of course, they don’t all go into the 
bank. They go out into the channels of trade presumably. We don’t 
know, and there is no way anyone could know, how much response 
there is from that kind of an appeal. In addition to that, it was 
broadcast over the radio. We have also asked the Federal Reserve 
Board to call upon the branch banks of the Federal Reserve System to 
broadcast the plea through their various districts. We have done 
all that. 

And then there is another thing | want to mention. The savings 
bond section of the Treasury has sent out letters lately to 70,000 
principals of schools and superintendents of schools in regard to selling 
bonds, and in each of those letters enclosed my press release calling 
upon the public to turn into circulation hoarded coins. 

Did I misunderstand? Did you ask me what I did during the war? 

Senator Haypren. No, it says they want you to do again what was 
done so effectively during the war. 

Mrs. Ross. Well, during the war, | wrote personally to the princi- 
pals of schools and superintendents. But, you see, this latest message 
has gone through other avenues, and it has had a wider broadcast 
this time than it had during the war. 

Senator Haypren. But despite that, the demand for pennies is 
greater than ever. 

Mrs. Ross. Oh, yes. 

Senator Haypen. I wish you would state again for Senator Ecton’s 
benefit, because just as a businessman it appeals to me: I would like 
you to state how much it costs to buy the copper and the zine that you 
put in the pennies, you see, and then how much it costs you to coin 
them, and what you get out of it. 

Mrs. Ross. Mr. Howard made that statement. 

Mr. Howarp. Well, we can take a pound of alloy that is 95 percent 
copper and 5 percent zinc, that costs us around 24 or 23 cents, and 
we can make 145 cents out of it. In other words, $1.45 we get back. 
Now, it costs us $1.32 to manufacture a thousand coins. It comes 
out that on a thousand cents we make better than $7 profit to the 
Government. It goes into the general fund. 

Senator Kitcore. How about your nickels? 

Mr. Howarp. With the nickels, we do much better, because with 
a pound of nickel material—you see, our 5-cent pieces are 25 percent 
nickel and 75 percent copper. That material would cost us around 
35 cents a pound, and we can make 90 nickels, or $4.50 out of that. 

Senator Haypgen. The point I was trying to make, Senator Ecton, 
is that the mint has a record that where there is not a demand for 
coins, they turn back the money appropriated, because there is no 
need for employing people to make coins. So if you make an over- 
appropriation, the mint has such a good record that it is clear that if 
the work is not there they do not spend the money. So you have 
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not lost anything in that way. And on the other hand, if they do 
work at full blast, you see what an enormous profit you make out of 
the business. And that profit goes right into the Treasury of the 
United States. 

If it was a private businessman, he would jump at a chance to get 
into this business. And I cannot see by what line of reasoning you 
would cut the appropriation that produces such a fine profit. I just 
cannot figure it out. 

Senator Kincore. And there is another factor, Senator Ecton, 
that is interesting, that they do have a flexibility when people are 
not employed in minting. They can assign them over or transfer 
them over to refining raw metal that comes in. So there is a flex- 
ibility in there which does not exist in a whole lot of agencies; whereby 
they can, if they once get a sufficient stockpile, reduce personnel and 
switch what they need back over to refining, and then go ahead with 
refining, for which they have a service charge, which more than pays 
the cost. 

Senator Haypen. There is a reference here in this House report, 
where it says: 

The committee is concerned over the hiring and firing of employees by the 
Bureau of the Mint as the demand for coins rises and falls. This certainly does 
not contribute anything to the morale of the employees in the several mints. 
The committee believes that some utilization of the facilities of outside firms 
during periods of peak demand might result in more stable employment conditions 
in all of the mints. 

Mrs. Ross. I am glad to have you bring that subject up. Senator, 
it had always been my understanding that the Congress did not 
expect us to keep a force of workers in exeess of our needs. Now, 
during World War II, the demand for coin was so tremendous that it 
was necessary for us to operate 24 hours a day 7 davs a week on a 
three-shift basis. As I told vou in my statement, after the war the 
demand began to recede, and in 1950 it went ‘own to the lowest level 
of a 10-year period. 

We at first thought that might be a temporary condition, and we 
watched it very close ly. Well, that condition continued for some 
little time. So we determined that we owed it to the Government 
to cut down expenses; to bring them into relation to our needs. We 
had had 4,000 employees during the peak period in the war. Well, 
we proceeded in ’50 to cut down our force, and we did reduce it 25 
percent in the year 1950. We had gradually reduced it before that, 
but in 1950 we cut the force 25 percent. 

Now, it was very surprising to have the suggestion made to me in 
an appropriations committee hearing that there was a question of 
that course being approved; that is “of our cutting the garment to 
fit the cloth, so to speak. I had thought we were ¢ ulpable if we kept 
a large force of workers and were not able to keep them busy. 


REDUCTION IN FORCE OVER 75 PERCENT 


Mr. Howarp. Mrs. Ross mentioned that we had 4,000 employees 
at the peak. We went from that peak of 4,000 employees down to 
900. We now have 955 employees. In other words, we reduced 
our force over 75 percent. 

Mrs. Ross. Since the peak. But in ’50, we reduced it 25 percent. 
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Senator Ecron. You had this peak on account of the extraordinary 
demand? 

Mrs. Ross. Oh, certainly, during the war. Senator, it was just 
nip and tuck with us to make the grade, all during the war. We 
worked under intense pressure. All our facilities of manpower and 
machinery were strained to the very limit, to meet the coin demand. 
And the coin demand right now, this current year, is the highest it 
has ever been except in those peak years during the war. 

Senator Haypren. Now, if you do not get this $890,000 that the 
House has cut it, how many people will you have to lay off? 

Mrs. Ross. We have not figured it in terms of how many people 
we will have to lay off, but we can tell you in terms of how it wil 
reduce our production. 

Senator Haypren. What I am trying to get at is that you have a 
force now engaged in this of some 900. 

Mrs. Ross. We have an inadequate force now. 

Mr. Howarp. We would not have to lay any off, Senator. We 
are asking for the money to hire the people. 

Mrs. Ross. We want to build up our force. 

Senator HaypeNn. You want to build it up in order to meet this 
demand? 

Mrs. Ross. Yes. 

Senator Haypen. And if you do build it up to meet the demand, 
you make a profit for the Government in doing it. 

Mrs. Ross. That is right. We have the phy sical facilities but not 
the personnel. 


DISCUSSION ON RELATIONSHIP BETWEEN COINS AND CURRENCY 


Senator Ecron. In regard to the profit to the Government, what 
Senator Hayden said awhile ago intrigues me. It would make a 
good business deal, certainly, the way it sounds; only I do not know 
how to get into the business. I guess you do not, either. 

But what I would like to ask Mrs. Ross is: When you mint these 
coins, even though you do make a profit of $7.50 on the cost of the 
operation over and above the cost of materials, yet when you put 
these coins in circulation, does that not constitute an obligation 
against the Government of the United States in reality? 

Mr. Howarp. Of redeeming them. 

Senator HaypEN. You could give them another coin for it any 
time you wanted. 

Senator Kitcorre. The difference, Senator Ecton, lies in this: 
That whereas the paper money, dollar bills, wear out and have to be 
replaced, at the rate of one every 9 months, metallic coinage only has 
to be replaced in periods of more than 30 years. It does not wear out. 
So you have a profit there. There is the $15 million that we have in 
the budget for replacing paper currency. 

Senator Ecron. I am trying to get the relationship, Mr. Chairman, 
between coins and paper money. If you can make profit on the 
manufacture of coins, you ought to have a bigger profit on the manu- 
facture of paper money. 

Mr. Howarp. Except that paper wears out. I believe the life of 
a dollar bill is 9 months. It must be replaced every 9 months. 
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Senator Kitcore. And the cost of making a paper dollar is really 
much more than the cost of making a copper penny? 

Mr. Howarp. I would not know that. 

Senator Kitcore. It is 3 cents, or something like that. 

Mr. Howarp. Senator Ecton, a moment ago you asked about there 
being an obligation. 

Senator Ecron. That is what I am mixed up in my own mind on. 

Mr. Howarp. When we make coins, of course, the Government has 
two obligations. One is that if that coin is ever worn out and returned, 
we have to remanufacture it and turn it out again. Or if, for some 
reason or other, the same number of coins were not needed to circulate 
the goods of the country, and they came back in to the Government, 
we would have to redeem them. But as long as we have an expanding 
economy, an expanding population, we are going to keep adding coins 
to the system, unless we can find some ways of expanding the distribu- 
tion of the goods of the country without using the coins. The only 
time we would ever be faced with redemption, let us say, would be in a 
static society or a decreasing society, when we did not need as many 
coins to circulate the goods. 

Senator Kitcorr. For instance, may I say this: At the present 
time in the State in which I live, we have a 3-cent tax on nickel bottles 
of soft drinks. In order to take care of the situation, whereas before 
they used one coin, a nickel, to buy a bottle of Coca-C ola, they have to 
use four coins now, a nickel and three pennies, to buy the same item, 
which means four times as much metallic coinage to buy that bottle. 
That is the reason I asked the question about coining that 74-cent 
piece. 

Mrs. Ross. They want the Government to produce a new coin to 
save them changing the forms and going to the expense of reducing 
the size of their bottles. 


EFFECT OF SINGLE COIN ON SALES 


Senator KriGore. It is rather a unique situation, you see, that 
people prefer to buy something that costs one coin, regardless ‘of its 
denomination. Now, if you produce an item that sells for 15 cents, 
it is much harder to sell than if it sells for 25 cents, or for 10 cents. 

Mrs. Ross. I did not know that. 

Senator Kiitcore. Or for 50 cents. Did you not know that? 

Mrs. Ross. I never thought about that. 

Senator Kitcore. It is a fact. And merchandisers will tell you 
that they strive to produce an item that will sell for a single coin in 
the low-price brackets. 

I happen to know a man who produced a perfectly wonderful wind- 
shield cleaner. Unfortunately, he could not produce it to sell for 10 
cents, and he could not sell it for 25, and it just would not sell. Be- 
cause the cheapest they could hope to sell it and break even was 20 
cents. That was 5 cents under a quarter, and it was 10 cents more 
than a dime. So that is where your nickel, dime, quarter, and dollar 
stores originated. It was the single coin, an item which sells for a 
single coin. That is why the soft-drinks people would like to get, 
shall we say, a 7'-cent piece. 

Mrs. Ross. Of course, there is a limit to which the Government can 
go to accommodate all these various interests. 
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Senator Kiicore. Oh, of course. But that is the sales psychology 
in back of the requests I have had recently for a 7's-cent piece. 

Senator HaypEN. Senator Ecton, you know how silver miners com- 
plain that they can get this 90 cents an ounce for their silver, and the 
Government turns around and coins it, and as a coin it is worth $1.29. 
That is the seigniorage. ‘The miner says, ‘I ought to get that. I am 
the fellow that dug it out of the ground.’’ It is the same thing here. 
It is the seigniorage on the copper and the zinc that makes this profit. 
That is what 1 am driving at. And I swear, I do not see how we can 
lose any money. 

Senator Ecron. I do not think you would. But what I was getting 
at, Senator, was the obligation that was entailed by putting these coins 
out. And as 1 understand Mr. Howard, there is an obligation for re- 
demption there. But due to our economic system, you never expect 
to have to face the redemption question. 

Mrs. Ross. That is true. 

Senator Ecron. Because you are constantly putting out more coins 
all the time. And since we have gone off the gold standard—— 

Senator Kincore. We are not off the cold standard; we are off 
the gold coinage standard. We still have the statutor y amount of 
gold to cover the currency in circulation. 

Mrs. Ross. That is it technically. 

Senator Ecron. So, in actuality, you have a redemption demand 
here that you can not meet even if you were forced to. You could not 
be forced to do it, because you do not have anything to redeem it 
with. Is that not true? 

Mrs. Ross. 1 don’t think we are going to have to. 

Senator Ecron. I agree with that. 

Senator Haypen. All I know is that as far as a 1-year business is 
concerned, if you met the demand for coins, you have more money in 
the Treasury at the end of the year than the coins cost you. 

Mrs. Ross. Senator, aside from that seigniorage, the handling 
charges that the mint collects and turns in to the general fund has 
just about carried the operating expenses of the mint ever since | 
have been in it. 

Senator Kincorr. Now, I want to ask a couple of questions, here. 
In your table on unit costs, I note you now produce a thousand 1- 
cent pieces for $1.32, as compared to $1.95 in 1950. And as to 50- 
cent pieces, your 1951 unit cost was $8.70, as compared to $11.86 
in 1950. What have you done to reduce these costs? 


FACTORS CONTRIBUTING TO LOWER PRODUCTION COSTS 


Mrs. Ross. Mr. Chairman, there are two chief factors. Of 
course, you can produce cheaper when you do it in a vast quantity. 

Senator KitGore. Quantity production. 

Mrs. Ross. And another factor, which I am very pleased to men- 
tion, is that we have improved our facilities. We have improved 
our equipment. We have modern equipment that is proving to 
have very much larger productive capacity, at a given cost, than the 
old equipment, that we had been using. That is a very large factor. 

Senator Kitgore. In other words, you have reduced your labor 
overhead. 


81916—51———29 
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Senator HaypreNn. I remember some years ago when in asking for 
the money they said that if we gave them this modern equipment 
they could reduce the cost of producing coins, if Congress provided 
the money. And that has resulted in savings. 

Mrs. Ross. I am very glad to report to you, Senator, that it has 
exceeded our expectations, in cutting down production costs. 

Senator Kincorn. Now, what are the comparative costs on those 
units; for instance, between Denver and Philadelphia? 

Mr. Howarp. We don’t have those with us, but the new equipment 
that the Director speaks about is in Denver, and it is equipment 
adaptable more to the making of cents than any other denomination. 
That equipment will outproduce the other two mints terrifically. 

Senator Kitcorr. So what you have done is take the penny pro- 
duction out of the other mints? 

Mr. Howarp. No, you see, there is a terrific shipping cost. You 
ship a thousand dollars in pennies, and it weighs a lot of pounds. 
Because, as I say, 145 pennies weigh a pound. So when you get up 
to a thousand dollars, there is a lot of poundage, and when you start 
shipping them you have to pay a high shipping rate. 

Senator Kiicore. I wonder if you could convince the ammunition 
people of that same fact. Did you know that they mine zinc, and 
for mining and refining zinc in the West they ship it to Connecticut 
to be made into sheet for the manufacture of shells and then ship the 
sheet back out into the West to make the shells? Then ship the scrap 
back into Connecticut to be rerolled again into more sheet to make 
more shells, and so forth and so on; which runs defense costs up to 
unparalleled heights. 

Mr. Howarp. I don’t know about that, but I imagine that the 
traffic or the freight rate—we ship by express or parcel post, which- 
ever is cheaper—would be different. When you ship coin, the rate 
is awfully high. 

Senator Kitcore. At the same time, private industry has not 
learned that differential in shipping that you are talking about. 
That is why I say I wish we could educate private industry, which 
sells to us; and when they talk about someone else making this coin- 
age, I think of the wastefulness of private industry, who sell our 
ammunition to us to fight with. If you do not believe it, read the 
reports of the National Defense Investigating Committee on the 
manufacture of ammunition. 

Mrs. Ross. I am certainly glad to have you say that, because we 
think it would be a very unsound policy for us to look to the outside 
to help us with coinage. 

Senator Haypen. Was that ever done? 

Mrs. Ross. When I came into the mint they were doing that; they 
were buying blanks for minor coins on the outside because they had 
inadequate melting facilities. But we stopped that some years ago. 
We found it much more costly and most unsatisfactory to buy them 
on the outside. 

Senator Haypren. That is, the blanks out of which the coins are 
stamped you did contract? 

Mrs. Ross. Yes; for minor coins. It was most unsatisfactory. 
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SUMMARIZATION 


Senator Kircore. Then, Mrs. Ross, to summarize this whole thing, 
you would like to have the $890,000 restored, and that concerns 
$100,000 to meet wage board increases, over which you have no 
control? 

Mrs. Ross. That is true, $100,000 will go for wage increases already 
authorized. 

Senator Kircors. And $790,000 to increase your production of 
coins, metallic coins; is that right? 

Mrs. Ross. Yes. 

Senator Krucorre. Now, would you furnish for the record the addi- 
tional coins that could be produced as between your estimate and the 
House vote? 

Mrs. Ross. I can tell you now, if you would like to have it. 

Senator Kiiegore. All right. Let us put it in the record. 

Mrs. Ross. It is proposed, if you restore the full amount to us, to 
coin 1,750,000,000 pieces. If the cut stands, and you do not restore 
it, it will reduce the coinage by 500 million pieces; leaving a production 
of 1,250,000,000. 

Senator Krugore. And in your opinion will that reduced production 
meet the present demand for, shall we say, fractional currency, which 
is really what you produce, fractions of a dollar? Will it meet the 
necessary demand as it is falling upon you now, as projected into 1952? 

Mrs. Ross. Mr. Chairman, we earnestly believe that it will not. It 
is very painful to me, let me say, to have to come down asking for 
supplemental appropriations near the end of a fiscal year. And, of 
course, there are many draw-backs to that, because you never know 
whether you are going to get it or not. It interrupts your work pro- 
gram, and it keeps you anxious. 

Senator Kitcore. And, of course, $100,000 of the cut is something 
over which you have no control? 

Mrs. Ross. That is true. 

Senator Kingcorr. Which must be restored if you meet the obliga- 
tions of wages that have been imposed upon you by the Congress of 
the United States? 

Mrs. Ross. That is true. Mr. Chairman, I believe your committee 
will recognize that this huge defense program that the Government 
has inaugurated has not reached its spending peak. It is going to 
mean more payrolls, more people with money in their pockets to spend. 
And I think without doubt at all, it is going to make a great increase 
in the demand for coin. The fact is that I think we are asking for a 
very conservative appropriation. 

Senator Kitcore. I am very much afraid you are correct. I hope 
you are not. 

Mrs. Ross. We would like to think there would be a reversal of the 
condition that call for the huge defense program. 

Senator Kirgorn. Mrs. Ross, I would like to insert at this time in 
the record with your permission, some statistics on production and 
delivery over the past several years. 

Mrs. Ross. Certainly. 

(The information follows:) 
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Summarization of domestic coinage transactions during the first 9 months of the 
fiscal year 1951 (July 1, 1950, to Mar. 31, 1951) 


Opening balance of coins, July 1, 1950 416, 173, 302 
Coins manufactured during the period July 1 , 19 50, ‘to Mar. 31, 

5 ‘ 859, 237, 288 
Total coins available for delivery during the period July 1, 

1950, to Mar. 31, 1951- s - 1, 275, 410, 590 

Coins delivered during the period July 1, 1950, to Mar. 31, 1951__ 1, 167, 122, 731 


am, 


Closing balance of coins on Mar. 31, 1951 108, 287, 859 


Domestic coin deliveries by month, fiscal years 1946 to date 


{ Pieces] 


| Fiseal year Fiscal year | Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1946 | 1947 | 1948 | 1948 | 1950 | 1951 


| 


| 276, 273, 503 , 674,794 | 74, 889, 532 | 124,551,774 | 38, 581, 500 | 
August...........| 290, 458, 104 , 231, 367 83, 883, 227 | 125, 265,531 | 23, 410, 162 
September........| 217, 809, 912 235, 124,417 | 168, 542, 051 | 200,865,262 | 76,839,269 | 180, 718, 28 
October. 166, 942, 779 , 789, 911 200, 793, 230 | 161, 806, 35: 57, 530,930 | 268, ¢ 934, 869 
November_......-| 179, 889, 130 | 34,738,904 | 178,629,882 | 171,529,420 | 87.451, 108 | , 946, 392 
December | 148, 255, 624 | 7, 653, 348 | 136,892,428 | 92,752, 5 46, 974,784 | 156,518, 991 
January.........- 53, 299, 397 | 5,104,180 | 10,976,137 | 3, 178, 23 2, 436,880 | 33, 927. 122 
February..---- : 61, 668, 118 2, 756, 000 | 5, 051,337 | 5, 012, ; 1, 604,609 | 33, 608, 680 
March.......... _| 119, 932, 912 8,708,116 | 17,795,883 | 10,629,193 | 4, 518, 706 | 
AO. Ci ccaccccacn!. 10R3S 208 | 2,744,660 | 43,705,528 | 283,822,846 | 15, 053, 585 
May | 167, 192, 636 5, 203,739 | 66, 058,176 | 38,591,647 | 54, 960, 983 
June........-.....| 228,862,923 | 625,205 | 107,543,546 | 37,764,764 | 85,600, 901 | 





_| 2, 106, 858, 142 | 1, 390, 354, 731 | 1, 094, 870, 957 | 995, 760, 833 | 494, 963, 417 


Activity costs in 1952 budget adjusted to reflect reduction made by the House in 
supplemental estimate for 1951 


[Mint requested a supplemental appropriation for 1951 of $330,000, but has been allowed only $130,000 by 
House. Therefore, the 1951 column of the 1952 estimate has been decreased, in this tabulation, by $200,000 
in order to reflect House reduction and provide an up-to-date comparison between 1951 appropriation 
and 1952 estimate] 


Increase 
1950 actual | 1951 esti- 1952 esti- | (+) or dee 
mate mate crease (—), 
; 1952 over 
1951 


. Coinage.-.... sb kee ninked memnsarintadenamana elk , 417,179 | $2,076,400 | $3, 145, 600 |+-$1, 069, 200 
. Deposits-- 902, 35 800, 000 803, 000 +3, 000 
. Protection. 83, 21! 755, 000 758, 000 +3, 000 
. Refining-. 0, 316, 300 368, 000 +51, 700 
. Executive direction 2, 74: 115, 000 | 115, 400 +400 
. Inventory changes 215, 49% “= | —100, 000 +80, 000 
. Pay increases for per-hour employees 7, 300 100, 000 +! 52, 700 


am Cone 


~ 


Total direct obligations , 12 3, 930,000 | 5,190,000 | + L 260, 000 


Nore.—1951 funds, as above, would permit production of approximately 1,150,000,000 coins; 1952 funds, 
as above, would permit production of approximately 1,750,000,000 coins; an increase of approximately 
600,000,000 coins, 
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Senator Kiigore. Senator Ecton has another question. 
SUPPLEMENTAL REQUEST 


Senator Ecron. I wonder if you asked Mrs. Ross in regard to the 
supplemental bill that was up, of $1,200,000, to finish out 1951. 

Mrs. Ross. We asked for $330,000 in a supplemental appropriation, 
and the House cut that to $130,000; and of that $130,000, $47,000 
goes for wage increases, over which we have no control. 

Senator Kircore. Thank you very much. 

We will recess until 10:30 tomorrow. 

(Whereupon, at 4:30 p. m., Wednesday, April 25, 1951, the hearing 
was recessed until 10430 a. m., Thursday, April 26, 1951.) 





